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COMMISSION ON ORGANIZATION OF THE EXECUTIVE 
BRANCH OF THE GOVERNMENT 


(Water Resources and Power Report) 


. Part 12—Lewiston, Idaho 
' 


FRIDAY, DECEMBER 2, 1955 


House or REpresENTATIVES, 
SprecraL SUBCOMMITTEE ON WATER Resources AND Power, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Lewiston, Idaho. 

The special subcommittee met, pursuant to notice, in room 3, Lewis- 
Clark Hotel, Lewiston, Idaho, at 1:30 p. m., Hon. Robert E. Jones, Jr. 
(chairman of the special subcommittee), presiding. 

Members present: Representatives Jones, Griffiths, and Lipscomb of 
the subcommittee ; also Representative Pfost. 

Also present: William C. Wise, staff director; William L. Sturde- 
vant, staff member ; and Robert Morris. 

Mr. Jones The subcommittee will come to order. For the purpose 
of the record I will identify the members of the subcommittee. On 
my right is Mrs. Martha Griffiths, a Representative from the State of 
Michigan and on my left Mr. Glen Lipscomb, a Representative from 
the State of California. My name is Bob Jones and I am a Repre- 
sentative from the State of Alabama. 

I have explained to some of you our delay in arriving here at this 
late hour. It was due to circumstances beyond our control. As a 
result we are not going to be able to be as generous in the allocation 
of time as we would have had we gotten here as planned and started 
at 9:30 this morning. We have 42 witnesses who have applied for 
time, and in order that all parties can be heard it will be necessary 
to make some time limitation. In order that it can be applied to 
all of the witnesses equally we are going to limit each witness to not 
in excess of 15 minutes. 

I know that is going to be pretty harsh but I know of no other way 
in which to operate and still get your testimony. In the Senate 
they have endless debates but we in the House have time limitations. 
Our rule is known as the 5-minute rule. The only time a Representa- 
tive can talk at length like a Senator is when he goes back home. 
So we will restrain ourselves in order that we do not interrupt you 
too much. We will try to handle the whole hearing with as much 
dispatch as we possibly can. 

Our first witness is Mrs. Gracie Pfost, a Member of the House of 
Representatives from your own State. We are glad to have the oppor- 
tunity, Mrs. Pfost, to visit your State and to see your wonderful 
people. I am not going to say anything about the climate right now. 
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STATEMENT OF HON. GRACIE PFOST, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF IDAHO 


Mrs. Prost. Thank you, Mr. Chairman. 

Mr. Jones. But it is a pleasure for us to be with you and to visit 
with your people. 

Mrs. Prost. Thank you, Mr. Chairman. Mr. Chairman, I would 
like to say we welcome you people to Lewiston, Idaho, and appreciate 
very, very much your committee taking the time to come to our great 
State of Idaho to study the problems that are so close to our hearts. 
We welcome you here and thank you from the bottom of our hearts 
for taking your time and energy to be with us. 

We have two parties represented here in this subcommittee this 
afternoon. During the trip from Boise through to Lewiston yesterday 
and today it was my privilege to visit with each and every member. 
I find that each member shares a common desire to search into the 
water resources problems not only of Idaho and the Northwest, but 
of the Nation, and I have every confidence that the committee will 
take a bipartisan, objective approach when making the recommenda- 
tions to the full committee. Wherever hearings have been held by 
your subcommittee, Mr. Chairman, I note that the press has heralded 
the completely bipartisan approach that your subcommittee has taken. 

We are certainly sorry that the weatherman was so unkind to you 
and that we could not have had the time to hear every witness for 
as long as they would like to testify. One of the reasons why I am so 
pleased to be here this afternoon, Mr. Chairman, and to testify before 
your committee, is to have the opportunity to express my views and the 
views of the thoughtful people in the State of Idaho who are disturbed 
by the backward-looking, horse-and-buggy attitude of this Adminis- 
tration on water resources and power. ‘This attitude is alarmingly 
characterized in the Hoover Commission report on this subject. 

Those of us who live in the West know particularly the importance 
of the proper development of our water resources. They are our most 
priceless possession. The economy of much of this State, and of our 
capital city, Boise, is based on the water which runs in the irrigation 
ditches of the farms in our irrigated valleys. 

I would like to call attention to page 5 of the Commission report 
headed, “Future Needs for Water.” They state in 1946 the per capita 
consumption of water was 125 gallons per day. Now the latest esti- 
mates indicate that water consumption has increased to 140 gallons 
per day in the larger cities. By 1975 the total prospective increase 
for domestic and industrial use over present amounts will be 145 per- 
cent, or an amount that is equal to an additional supply of 145 New 
York cities, requiring the flow of about 11 Colorado rivers. 

I think that is most pertinent, Mr. Chairman. I also agree with 
that particular statement in this report. The Reclamation Act as you 
know was passed in 1902 under the able direction of President Theo- 
dore Roosevelt. Under this act the Reclamation Fund was created 
to assist in irrigation development, and I quote from the language of 
the Hoover report: 

This is a revolving fund into which initially there were paid the receipts from 
the sale of public lands. Over the years certain oil and mineral royalties were 


assigned to this fund as were certain electric power receipts from irrigation 
dams and certain direct contributions made by congressional appropriations. 
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At the conclusion of that particular section recommendation No. 5 
of the Hoover report says, and I quote: 

That the revolving funds be abolished and all moneys payable into these funds 
be covered into the general fund of the Federal Treasury and all project funds 
be appropriated by the Congress. 

In my opinion, if recommendation No. 5 were adopted it would 
mean the end, the death knell, to all future irrigation in this country 
of ours. 

We know that our future economic development depends to a very 
great extent upon whether we can put more water on more lands, and 
whether we can convert some of our water that is now running unused 
away from our State into power. We know that not only will 
abundant low-cost power give our economy a direct shot in the arm, 
but that surplus revenues from such power will make possible the 
development of new irrigation districts. Most of the irrigation proj- 
ects in the West that will pay their own way have already been built, 
and future development must depend largely on aid from low-cost 
power to pay those excess charges the water users cannot meet. 

So, water resources and their proper and full use is a “Summit” 
problem in Idaho. 

The Hoover Commission report lays down on the line the do-nothing 
and give-away power policies of this administration. It is true that 
their operations are concealed behind all sorts of fancy titles, like 
“partnership policy” and “cooperation with the local communities.” 
Yet the plain fact of the matter is that their actions and policies 
represent a complete break with the power policies that have made 
America a great nation and a leader in our world. 

For some time I have been seeking a word or expression that ade- 
quately describes what this administration is attempting to do with 
our remaining, priceless Federal natural water power resources that 
belong to all the people of the present generation and to generations 
yet unborn. Finally, I got a good suggestion from the famous novel 
of Rex Beach called The Spoilers. Changing it slightly, but retain- 
ing the same general meaning, we could say that the water power 
resources policies of the present administration are adequately de- 
scribed by the phrase “the wreckers.” 

In Washington we have a principle known as congressional 
courtesy. We don’t question the patriotism, the sincerity, or the 
honesty of those who disagree with us—even of those who disagree 
with us violently. Wejalways attribute to that person the same 
patriotism, the same sincerity and the same honesty that we attribute 
to ourselves. 

So in questioning the point of view of the Chairman of the Com- 
mission, the Honorable Herbert Hoover, I imply no disrespect to 
the man personally, to his achievements, or to the high office of the 
Presidency which he formerly held. Rather, I question the basic 
philosophy—the point of view—from which his thinking proceeds. 

Mr. Chairman, this entire water power resources report and the 
Commission majority were stacked against the proposals which were 
supposed to be considered impartially. The proposals were con- 
sidered not from the point of view of the public, but from private 
and prejudiced points of view—the points of view of the Chairman, 
and of a majority of the members whose attitudes were amenable 
to those of the Chairman. 
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Now, what does Mr. Hoover stand for? What is his point of view 
on the Federal development of power ? 

Back in 1931, when Herbert Hoover was in office he had a chance 
to pass on the TVA idea before it was born. And what did he do? 
He not only repudiated the idea completely, but he denounced it as 
a degeneration in the most severe terms. Here are his exact words 
when he vetoed the Norris Muscle Shoals bill which had passed the 
Senate and House back in 1931: 

I hesitate to contemplate the future of our institutions, of our Government, 
and of our country if the preoccupation of its officials is to be no longer the 
promotion of justice and equal opportunity but is to be devoted to barter in the 
markets. That is not liberalism, it is degeneration. 

Today, TVA stands as one of the great monumental achievements 
of Federal construction and operation. It put to use a hundred 
million dollar World War I white elephant. From all over 
America—from all over the world—people come to the TVA to gather 
inspiration on that marvelously successful American achievement 
which no amount of private utility propaganda can diminish. 

Yet in 1931 Mr. Hoover considered it “degeneration” and killed 
the bill Congress had passed. 

Two decades later, in 1953, in talking to the Case Institute of 
Technology, Mr. Hoover said: 

In the field of Federal electric power we have an example of 20 years of 
creeping socialism, with a demonstration of its results. 


Further on in this same speech, he commented: 


* * * these concepts of free men were abandoned 20 years ago when the 
Federal Government entered into the socialization of electric power in a big way. 

“Degeneration” had become “creeping socialism.” But Mr. 
Hoover’s views on the development of our great water and power 
resources had not changed one iota in 24 years, 

There is something very amusing and yet very dangerous in the use 
of the word “socialistic.” For the fact of the matter is that this term 
has been taken whole hog from the propaganda of the private utili- 
ties and used by repr esentatives of this administration in high offices 
as though they had made a new discovery. 

The scare word used to be “Bolshevism,” but the Federal Trade 
Commission tied a tin can to that term in its masterful investigation 
of pr ivate utility propaganda in the 1930’s. Now it has been changed 
to “socialism.” 

Mr. Chairman, there is a very easy way of disposing of these phony 
labels, and that is by examining the historic: il development of power 
in this country. The Pilgrims landed in 1620. How long do you 
suppose it was before the Colonies were owning and operating their 
own water power sites? Eighteen brief years. In other words, 18 
years after this country was founded, our colonial ancestors were en- 
gaged in the public operation of water power as an integral part of 
their way of life. So the historic fact of the matter is that we have 
had public ownership of power since the 1640’s—150 years before the 
establishment of our present form of government. Such public power 
is not “creeping socialism.” Rather it is ‘galloping democracy.” 

Another derogatory word which is frequently hurled at public 
power is the word “subsidy.” Opponents of public power projects 
object to them because they are “subsidized projects”—projects sub- 
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sidized by the taxpayer’s dollar, and therefore not to be compared 
with private power projects. 4 

Few people know that the rapid tax amortization program for the 
private electric utility industry offers one of the most effective sub- 
sidies in effect in this country today. 

The fast tax writeoff program, as we all know, dates back to World 
War II, when the Government was forced to institute the program to 
guarantee profits for private industry which was reluctant to expand 
to meet the war effort. The plan died after the war and was reacti- 
vated during the Korean war. After having fulfilled its purpose, it 
was suspended December 3, 1955. 

Tax certificates for rapid amortization are issued by the Office of 
Defense Mobilization, which is an adjunct to the office of the Presi- 
dent. This office is loaded with representatives of big business. It 
was no surprise, therefore, when on April 15th of this year the fast 
tax writeoff plan was opened up again. It was temporarily suspended 
in August, but reinstated for the electric-power industry in September, 
and is now scheduled to run until the end of this year. 

One of our big newspaper syndicates, the North American News- 
paper Alliance, recently carried a story to the effect that private com- 
panies have collected more through fast tax writeoffs than the Federal 
Government has invested in all of its power facilities in the North- 
west, in the TVA, in the REA, and in all other power installations 
since the time of Teddy Roosevelt. 

Dr. Clay Cochran, economist for the National Rural Electric Co- 
operative Association, estimates that the private power subsidies re- 
ceived since 1950 are worth $6.2 billion to the companies. I don’t 
know how much higher the figure would be if World War IT subsidies 
could be added. 

Our own big private power company in this State, with head- 
quarters thousands of miles distant in eastern Maine—the Idaho 
Power Co.—applied for fast tax writeoffs on the Brownlee and Oxbow 
Dams in the Hells Canyon stretch of the Snake River. According to 
the careful and studious report of one of my distinguished colleagues 
in the Senate, it is estimated these tax subsidies could cost the tax- 
payers $30 million, and enable the company to reap long-range bene- 
fits amounting to $60 million more than the entire cost of the 2 dams. 
And all this gigantic “socialistic” subsidy at a time when the company 
is taking no chances, as there is a demand for the power now and in 
the future. e 

Yet when the Government subsidizes the construction of a Federal 
power project, the private power companies and the representatives 
of this administration who pick up private power company phrases 
and make them their own, call such ventures as TVA “socialistic.” 

Mr. Chairman, the narrow-minded and short-sighted view of the 
American way of life represented in the Hoover Commission Report 
on Water Resources and Power, points backward, and not forward. 
It represents a point of view that has been repudiated by the people 
at the polls, and repeatedly repudiated by the Congress. 

The policy presented by the Hoover Commission as desirable Fed- 
eral water power policy is in effect a wrecking policy. The changes 
proposed are basic, policy changes, and such changes in policy should 
properly be considered in the Congress rather than by a commission 
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whose chairman and many of its members are already prejudiced 
against the very matter they are considering. 

The REA cooperatives aie the friends of a Federal development 
of Federal multiple-purpose projects, and all thinking people, are up 
in arms. 

I feel and I hope, Mr. Chairman, that your committee, when you 
report to the full committee, will recommend that this Hoover report 
not be adopted. 

Mr. Jones Thank you very much, Mrs. Pfost. Again let me thank 
you, Mrs. Pfost. 

Mrs. Prosr. Thank you, Mr. Chairman. 

Mr. Jonrs. Mr. A. B. Curtis. We are glad to have you. 


STATEMENT OF A. B. CURTIS, MAYOR, CITY OF OROFINO, IDAHO 


Mayor Courris. Thank you, Mr. Jones and the members of the 
special subcommittee, and Gracie Pfost, our Congresswoman from 
this district, and ladies and gentlemen, I am A. B. Curtis, mayor of 
the city of Orofino, Idaho, a city of some 2,700 people. I have been 
closely associated with water resources by reason of several projects 
in this area now being considered as Federal or private developments 
or a combination of both. 

I feel that the work of this committee is very important, particularly 
to bring information to the people of this area on the many complexities 
existing in our development. Our country is very progressive and will 
rapidly develop because of the richness of our great resources, princi- 
pally water and timber. 

Mr. A. L. Holland, vice chairman, citizens committee for the Hoover 
report for Idaho, unexpectedly could not attend today by reason of a 
previous commitment at Denver. He has asked that I fill in for him. 
[ find myself somewhat ill at ease due to the shortage of time which 
somewhat hampers me to intelligently discuss the matter at hand. I, 
however, have become somewhat familiar with parts of the Hoover 
Commission report due to its close relation to our water resources 
problems close at hand and in this area. 

It has been my pleasure and privilege to chairman the Water Re- 
sources Committee of the Orofino Chamber of Commerce the past 2 
years. My work on water resources has kept me in close contact with 
many similar groups working on resource problems. I have on many 
occasions discussed water resources and the problems involved with 
many citizens and organizations throughout the State. I sincerely 
feel that I will express the viewpoints of many Idaho people with whom 
I have acquaintances. 

I am in general accord with the Hoover Commission’s 15 recommen- 
dations. Certain points I am somewhat unfamiliar with and, there- 
fore, respectfully submit my comments item by.item. To save your 
time I will only refer to them by number. 


RECOMMENDATION NO. 1 


It seems obvious to me that this recommendation is made with the de- 
sire to put the development of our national resources on a businesslike 
basis; 1(a) should find no opposition whatsoever so long as the desired 
development is economically feasible; 1(b) would simply mean com- 
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prehensive development and should result in maximum efficiency of 
operation; 1(c) seems to be the principle of partnership and th: at. the 
Government should be ready and willing to do those things for people 
which they cannot do for themselves; 1(d) would insure certain States’ 
rights and would mean a return of the right to control their own 
destiny to the people who are most affected. 

Mr. Jones. Let me ask you a question at that point. Do you think 
the Federal Government has assumed any responsibility for water re- 
source dev elopment which was a trespass upon the sovereignty of the 
States or the State laws ? 

Mr. Curtis. That was 1 (c) or1 (e) ? 

Mr. Jones. 1 (d). 

Mr. Curtis. Would you restate the question ? 

Mr. Jones. You say in your prepared statement : 

1 (d) would insure certain States’ rights and would mean a return of the right to 
control their own destiny to the people who are most affected. 

I presume in making that statement that you have concluded that 
the Federal Government exercised some power or sovereignty which 

was not inherent to the Federal Government. Where does that occur ? 
Give me some examples of the Federal Government’s trespassing on the 
States or their laws. 

Mr. Curtis. It is only my opinion as expressed here that the people 
most affected are the people right here. We have the right to be some 
judge of our destiny, we feel. That is the comment I make. 

Mr. Jones. Do you feel at the present time you have no opportunity 
as a citizen to give full and complete expression to your approval of 
or objection to Federal projects ? 

Mr. Curtis. Heretofore, speaking locally, we have had- 

Mr. Jones. Yes, sir. 

Mr. Curtis. Locally we have had very little expression and nothing 
has actually happened in our water resources program to say that we 
have not had proper consideration. Of course, we are in the middle 
of a hassle here that nothing has actually taken place so far where the 
people would be the defendant. 

Mr. Jones. Then this is based on your fears or apprehensions rather 
than actualities. Is that correct ? 

Mr. Curtis. I think so. I think that is right. 

Mr. Jones. All right. Thank you. 

Mr. Curtis. 1 (e) would be a continuation of a Federal policy that 
has already proven itself to be a useful source to the citizens. 

1 (f) and 1 1 (g) make good sense. They would insure that Federal 
tax dollars were being used for projects that were needed, would pay 
for themselves, and that the cost of a project was in fair ratio to the 
benefits, 

1 (h) might need further discussion and study, but it would seem 
to be one way in which the taxpayer could learn the true costs of Fed- 
eral projects and their value to an area. 

1 (i) would eliminate any inequalities in power costs and would put 
all Federal power customers on an equal footing. 

Mr. Jones. Will you elaborate on that point that it would “elimi- 

nate any inequalities in power costs” 

Mr. Curtis. I have in mind the differences in power costs through- 
out the United States, and the inequalities that exist now perhaps be- 
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tween one person here in this particular region and elsewhere, where 
we have—— 

Mr. Jonzgs. That inequality might come about because you have a 

eat river out here, the Snake River, and we have a river like the Co- 
umbia River in this region, which has a great potential, whereas 
other areas do not have them. That is in itself an inequality as com- 
pared to other sections of the country because they are not blessed 
with such splendid streams as you have here. Is that the inequality 
you speak of ? 

Mr. Curtis. Not exactly. It may be nice that we do have the won- 
derful Columbia and Snake and Clearwater Rivers. It is our good 
fortune to have that which we consider to be a very fine resource. 
Perhaps other people elsewhere may have similar resources which we 
do not have, so I do not see where that enters into the picture at all. 
It is inequalities perhaps of our rates. 

Mr. Jones. You say it “would put all Federal power customers on 
an equal footing.” 

Mr. Curtis. That is right. 

Mr. Jones. In other words, the cooperatives and municipalities 
and the private utilities would all be considered on an equal footing. 
Is that the point you seek to establish there ? 

Mr. Curtis. Differences in regions. 

Mr. Jongs. In regions? 

Mr. Curtis. Yes. 

Mr. Jones. Do you think that the allocation of power costs to a 
Federal project should not be based upon that particular project but 
should be made accountable for all of the Federal investments in 
power, and we should combine all of the cost factors on a multiple pur- 
pose project in order that we have uniform rates from every power 
site ? 

Mr. Curtis. I think we are all citizens and we are all Americans 
and must all be treated alike if some are more fortunate than others. 
I think in these power rates that they should be fair and equitable to 
all people throughout—all public power rates, 

Mr. Jones. Over at Bonneville you produce the power at a very, 
very low rate. Power generated on some of the streams in North 
Carolina, like at Buggs Island, for instance, has a higher cost. Do 
you think that the people who live in the area of Bonneville would 
not be entitled to the lower cost of producing power at that installa- 
tion, or do you think that that should carry the same cost as the Buggs 
Island power ? 

Mr. Curtis. The power at Bonneville according to my understand- 
ing and the power production there is $99 million in the red. There 
is no public power in the States of New Jersey, New York or Penn- 
sylvania and yet those people pay for it, don’t they ? 

Mr. Jones. I beg your pardon. AS 

Mr. Curtis. There are Federal power projects going in the red and 
certainly the people in New York, New Jersey, and Pennsylvania are 
paying their portion, and there are no public power projects there. 

Mr. Jonrs. Oh, I see. In other words, you feel since the people in 
New Jersey, New York, and Pennsylvania pay a higher percent of the 
tax. and therefore a higher percent of the cost of these investments, 
and receive no immediate benefits from them, that that is an im- 
position on them of an unfair and inequitable tax? 
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Mr. Curtis. It would be one of the inequalities. 

Mrs. Prost. Mr. Chairman, may I be permitted to ask a question ? 

Mr. Jones. Mrs. Pfost. 

Mrs. Prost. I notice you said, Mr. Curtis, that Bonneville was in 
the red $99 million. You will find it on page 102 of the report. You 
will notice under the computed tax item they have put in there and 
projected a figure of $151 million of tax money and, of course, there 
is no tax included in the project. So, eliminating that computation 
of taxes it would be in the black $99 million from $151 million. 

Mr. Curtis. Which report do you have? 

Mrs. Prost. Page 102 of the report you have—the printed report. 
That would leave Bonneville in the black $52 million then. Do you 
see the column ? 

Mr. Curtis. I see your computation but I do not see your reasoning, 
Gracie. 

Mrs. Prost. Because that is simply a projected figure providing 
that Bonneville would pay a tax, but no tax is charged because it is a 
project of the people—it is a Government project. They have com- 
puted a figure of $151 million in tax dollars which actually are not 
chargeable directly to the project. 

Mr. Curtis. It is not very well brought out in this discussion as I 
can see here. The reference here is “Results of the operations of the 
Bonneville Administration system on the basis of reported figures 
and on the basis of interest at 3 percent and computed taxes.” 

Mrs. Prost. Yes, sir. So in reality I would call to your attention 
then that Bonneville Power Administration is actually in the black 
$52 million because this is merely a computed figure taken in the 
event they should be charged a tax. 

Mr. Curtis. I am glad to get your views. Am I free to go ahead? 
T will be glad to get this over and let the rest of the fellows go ahead. 
The temper ature gets warmer as we go on. 

Mr. Jones. You are doing all right. 

Mr. Curtis (continuing). 


RECOMMENDATION NO, 2 


Though it might well be that further study is needed in the makeup 

of a water resources board—— 
Mr. Jones. On page 109 of the Hoover Commission’s recom- 
mendations they point out the inequalities that we have been discuss- 
ing. You are in agreement with the conclusions arrived at in this 
report. Is that right? 

Mr. Curtis. Oh, obviously. 

Mr. Jones. So that is what vou have reference to? 

Mr. Curtis That is what I have reference to. 

Mr. Jones. I will read from the Hoover report where it is discuss- 
ing subsidies: 

It is obvious from the financial experience given in the last chapter that the 
Federal taxpayer is subsidizing these projects. The burden, however, is very 
unequally distributed. 

When these present Federal programs are completed, the total population 
directly benefited will be less than 10 percent of the whole population. 

This subsidy is even more sharply illustrated in the case of the States of 


New York, New Jersey and Pennsylvania, which have 20 percent of the total 
population, and pay 29 percent of the taxes and receive no Federal power. 
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Mr. Curtis. Right. 
Mr. Jones. So that is the point you are subscribing to in your 
discussion here? 

Mr. Cuetis. That is right. 

Mr. Jones. Allright. Go right ahead. 

Mr. Curtis. Thank you. 

Mrs. Grirrirus. May I ask a question ? 

Mr. Jones. Mrs. Griffiths. 

Mrs. Grirrirus. Thank you. I come from an area where we do not 
get any free power, and we are the second highest rate payers in 
the country. What bothers me is how would you go about making 
all of these rates equal? You would not destroy the Federal dams 
now in existence, would you ? 

Mr. Curtis. Oh, no. I think there should be an equal factor be- 
tween all of our public power agencies. The people in New York 
should not be discriminated against, and yet their people are treated 
differently than the people of this region. 

Mrs. Grirrirus. Just how would you make it work ? 

Mr. Curtis. No doubt the Federal Power Commission would have 
to work out some kind of rate structure to cover all of the-—— 

Mrs. Grirriras. Would you make Detroit Edison bring their rates 
down in Michigan or would you make Idaho power increase their rates 
in Idaho? 

Mr. Curtis. Well, I do not see how anyone could answer that until 
the Federal Power Commission had reviewed the situation and under- 
stood the economics. There are so many factors. There should be 
some equality between them. 

Mrs. GrirFitus. Would you say if the Federal Government stepped 
in to do anything like that that it would be a real interference with 
private enterprise ? 

Mr. Curtis. If the Federal Government stepped in to do that would 
it be an interference ? 

Mrs. Grirritus. A real interference with private enterprise. 

Mr. Curtis. I am speaking of public power, you know. 

Mrs. Grirrirns. Yes; and I am trying to get all of these rates equal 
like you want them to be. 

Mr. Curtis. I think that the Federal Government and the Federal 
Power Commission is the board which should review rates and try 
and establish something in the way of an equitable rate for public 
power benefits. 

Mrs. GrirritHs. You are espousing a position that the Federal 
Power Commission should step in and give the consumers in Michigan 
as good a power rate as the consumers in the Tennessee Valley have, 
or the consumers around Bonneville. We now have the second highest 
rate in the country, in Michigan. 

Mr. Curtis. I'am not familiar enough with your Michigan situa- 
tion. You will have to let me duck that particular part of the ques- 
tion. This is my general feeling and I am not familiar with your 
matters in Michigan. 

Mrs. Grirritus. Let me say, coming from Michigan, it always 
sounds real attractive to say you want to make this work out fairly 
for all of us, but I do not see how you could do it, and I do not really 
think you are offering a plan. 
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Mr. Curtis. I might not know either. If it could be worked 

rour out 

Mrs. Grirrirus. I say that because we are too far from falling 
water. 

Mr. Lirescoms. Do you mean we should have equal power rates 
across the Nation, or do you mean that the cost or price of the power 
should be judged on an equal basis and, in effect, taking into consid- 
eration the cost of producing the power and taxes and interest and 





a ar el 


) not all of those other things, and then if the Federal Power Commission 
s in took them all into consideration they would adjust the rate according 
cing ; to the specific area? You do not mean particularly, do you, that 
lams Michigan should have the same rate as a hydropower project area ? 

Mr. Curtis. No. 

* be- i Mr. Liescoms. But they should all be based on the same basis. Is 
fork ' that what you are saying ? 
ated Mr. Curtis. That is right. 

. Mr. Liescoms. In other words, the co-ops and TVA talk about a 

yardstick. You do not feel that the yardstick is exactly comparable. 
have Mr. Curtis. That is right. 

Mr. Lirscoms. But just to repeat, you do not believe if Michigan 
rates cannot produce the power as cheaply as Idaho that you should spread 
rates ; that rate out to make it equal ? 

: Mr. Curtis. No. You mean level the whole thing out across the 
until . Nation? Isthat what you meant? 
ider- Mrs. Grirrirus. I meant what I thought you meant. 
ld be Mr. Curtis. Yes. 

Mrs. Grirrirus. I thought you meant you were going to make these 
pped rates equal for all of them. I think that is sort of what the Hoover 
with Commission insinuates to the general public. They are going to have 

; a real fair situation for everybody and they are all going to pay the 
ould same rates. It seems rather difficult to me. 


When we were in the TVA area we learned in the case of a private 

power company and a municipality buying the electricity at the same 

rate from the TVA that the private power company always had a 

equal higher cost, without figuring in their taxes. I never quite understood 
. how you straightened that out, but proceed. 


deral Mr. Curtis. Continuing with Recommendation No. 2. Though it 

d try . might well be that further study is needed in the makeup of a Water 

ublic Resources Board, it is certain that such a board would mean closer 
; coordination, would save the taxpayers millions of dollars, through 

deral elimination of overlapping authority, and would speed the big job 

higan : we have to do. 

have, RECOMMENDATION NO. 3 

ghest : 

As in Recommendation No. 2, this would merely be a check on spend- 
situa- ing by the various Federal agencies now engaged in resource develop- 
ques- ments. Since the Budget Bureau can best judge the economic feasi- 

your i bility of a project and knows what moneys are available from the 
Federal Treasury, they should very definitely take part in evaluating 
lways . any Federal project. 
fairly 
really 
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RECOMMENDATION NO. 4 


I am completely in agreement with the recommendation. Many 
other factors besides water need to be considered in determining the 
feasible size of a farm. I think that follows good reasoning. A farm 
here may be of a certain size and the economics may be different else- 
where because of the size. 


RECOMMENDATION NO. 5 


I have already commented on this but would add one more thought. 
Federal financing of power, irrigation and reclamation projects has 
become so complex that it is far beyond the comprehension of the 
average citizen. Recommendation No. 5, if adopted, would mean a 
clearer understanding of Federal project financing and force each 
project to stand on its own merit. 


RECOMMENDATION NO. 6 


This recommendation I concur with heartily. There is far too much 
overlapping of Federal agency activities at the present time. The 
Army Engineers would seem to be the logical agency charged with 
construction of all types of dams. My experience with their work in 
the past leads me to believe that their ability cannot be challenged. 


RECOMMENDATION NO, 7 


There should need to be no argument about this recommendation 
and it is my understanding that the Corps of Engineers will soon be 
making a revised report that should do the job, at least for another 
generation. It is my sincere hope that all projects not economically 
feasible will be so identified and treated according to desires of the 
people. 


RECOMMENDATION NO. 8 


I am not at this time prepared to discuss this recommendation, I 
need more study. It is something with which I myself am confused 
on and mixed up in. 

RECOMMENDATION NO. 9 


This recommendation touches upon the tax situation and comes very 
close to the hearts of the people of Idaho. Section (c) of this recom- 
mendation would provide payment in lieu of taxes by Federal pro- 
jects equal the taxes paid by a private utility. 

In 1950, 62.79 percent of rural land in Idaho was under Federal 
ownership. Even in this there is an example of the importance of 
taxes to our State and to our counties. In 1954, the United States 
Forest Service paid my home county, Clearwater. a little over $114,000 
on approximately 700,000 acres of timberland of United States Forest 
Service ow nership i in the county. This was our share of the 25 per- 
cent from the timber sales proceeds. For the same year 1 private 
timber firm paid over $222,000 in taxes to our county, on only 277,000 
acres of timberland. This latter figure does not include their taxes 
on logs, lumber, equipment, and facilities. In further comparison, 
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the amount per acre would be on timbered lands, United States Forest 
Service 35 per acre—industry—$1.89 per acre. 

Bonner County is an excellent example of the value of these taxes 
at the State and local level. In 1950, Washington Water Power Co. 
paid the same county its first full year of taxes after construction of 
its Cabinet Gorge Dam. These 1954 taxes amounted to $413,640. It 
meant new schools and new school buses for Bonner County chil- 
dren; it meant a $1,100 raise for teachers and a drop in tax levies 
the first in recent history. How wonderful it would be for Idaho if 
we could have a taxpaying private dam in every county of Idaho. 

In 1954 Washington Water Power paid a total of $1,206,405.38 to 
the 9 counties in which it operates in northern Idaho. 

Idaho Power Co. operates in 20 Idaho counties. It paid these 
counties, State and Federal, approximately $9 million in taxes last 
year. Idaho Power Co. paid out 33 cents in taxes out of every dollar 
it took in. Anticipated to be paid on 3 proposed dams will be $10 
million annually. 

You might claim that these taxes are paid by the power consumer, 
but the point is, Idaho desperately needs these tax dollars. If all of 
our power projects were tax free Federal projects, who would pay 
these taxes? Most of the power would go out of Idaho to preference 
customers, we would get few if any tax dollars, and the Federal Gov- 
ernment would get none at all. 

I am sure that every resident of Idaho looks forward to the com- 
plete utilization of our natural resources, but at the same time we 
realize that with that development we must also have the tax dollars 
needed to build schools, roads, and to pay for the other necessary func- 
tions of State and county governments. Development of water re- 
sources should be no different than any other resources development— 
timber, mineral, or agricultural. 

We expect these resources to pay taxes and we could not run our 
State or our counties without them. The same thing must apply to 
development of water resources if we are to continue our orderly 
growth. 

Possibly even more important than the issue of taxes is the threat 
of socialization. There are those in this country who feel they can 
accomplish total socialization by first gaining control of our electric 
industry. Such a plan is not compatible with our free enterprise sys- 
tem, and it must be strenuously opposed. Adoption of Recommenda- 
tion No. 9 would mean a great deal to every Northwest State and to 

every State where Feder al) power has become or might become a domi- 
nant factor. Our people are becoming tax conscious because they are 
becoming tax poor. 





RECOMMENDATION NO. 10 


Why should the Federal Government build one single steam power 
plant ? There cannot be the slightest excuse for this. “Certainly there 
is no reclamation, irrigation or waterway development involved in 
construction of a steam . plant. I am 100 percent in favor of adoption 
of this recommendation. 
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RECOMMENDATION NO. 11 


Preference to me is a word as un-American as segregation. It does 
not belong in our system of Government which maintains that all peo- 
ple are created equal. If we must subsidize certain areas and certain 
industries let us do it openly and directly, and not under the subterfuge 
of preference. 

And I might point out again that the preference clause would force 
Idaho to socialize its own power distribution facilities in order to 
make use of any power generated at Federal dams. Private utility 
customers should be offered a fair share of Federal power. 

Mr. Jones. May I ask a question at that point? The preference 
clause was written by a fellow named Theodore Roosevelt. Do you 
think Theodore Roosevelt was a socialist ? 

Mr. Curtis. No; no; I donot think so. 

Mr. Jones. You do not ? 

Mr. Curtis. No. 

Mr. Jones. The next preference clause law was written in the Wilson 
administration. Do you think that Woodrow Wilson was a Socialist ? 

Mr. Curtis. No. 

Mr. Jones. The next was written in the Harding administration. 
Do you think that Warren G. Harding was a Socialist? The next was 
written in the Coolidge administration. The same preference law you 
are talking about here. Do you think Calvin Coolidge was a Socialist ? 

Mr. Curtis. No; I do not think any of those gentlemen were. 

Mr. Jones. Herbert Hoover was the next President, and the same 
preference clause you are complaining about here was written into 
the law during his term of office. 

Mr. Curtis. I do not think it is fair. That is my personal opinion 
of it. I do not think it is fair. Why should we have a preference 
clause to give a selected few certain preference rights in so far as 
electric energy is concerned? If we have to have a subsidy why do 
we not do it openly and give them a subsidy ? 

Mr. Jones. You are discussing a so-called private utility as a 
private business, as if it were a drugstore down on the corner. 

Mr. Curtis. That is not my opinion of it. 

Mr. Jones. Mr. Curtis, let us get the record straight on what a 
utility is, whether it is a private or public utility. Where do they 
get the authority to operate? Where do they get that authority in 
any State? They get it from a franchise, do they not? And that 
gives them the sole right to serve an area; and they get that right 
from the people themselves, do they not? 

Mr. Curtis. Well, I do not know whether I can just exactly follow 
your thinking on that. ; ; 

Mr. Jonrs. Suppose I wanted to go into the utility business in the 
State of Idaho. Where would I get the right? I could not go out 
here and start up a utility business and start selling Tom, Dick, and 
Harry down the road, could I? 

Mr. Curtis. That is right. oe 

Mr. Jones. Where would I get that authority to go in the utility 
business? Where would I obtain the right as a legal entity to operate 
as a utility? I would have to obtain that right because all utilities, 
whether they are public or so-called private utilities, are a monopoly. 
Mr. Curtis. But what has that to do with preference ? 
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Mr. Jones. If you will go along with me I will show you what it 
has to do with the preference clause. 


Dee Mr. Curtis. I will try and go along with you. I would like to 
30 listen to you anyway. 
uD Mr. Jones. I think we ought to discuss this. 
ge Mr. Curtis. I certainly want to be open-minded about it. 
Mr. Jones. A utility gets the right from the State or the local 
Pas : political subdivision in which it operates. Is that not true? They 
to } t the right from the people and from the Government, and the 
ty Govertagert is the people. So, if the people have the right to give 
. that authority they also have the right to take it away and utilize 
we ; it for themselves. The Government has that right. If they exercise 
_ i that right you would not say it would make socialists out of them, 
would you, any more than if this city wanted to have garbage dis- 
‘ osal or collection and by the same token or right they could give 
it to you and give you a contract to let you do that work, and set 
| your fees or charges on what you are going to charge each individual. 
a . Now, just because they gave you that right is no reason why they 
at cannot take it away, is it? So the generation and transmission and 
bs the sale of power is inherently a public business, is it not? 
a ; Mr. Curtis. Well, I think if I might interject there with you—— 
} Mr. Jones. So these Federal investments that have been made in 
tf these projects to generate power properly belong to the people of the 
: country and are not some inalienable right on which somebody can 
mn come in and make a profit. 
a Mr. Curtis. That is agreed. Li 
Mr. Jones. If the people want to have that power distributed. 
si Mr. Curtis. But, Congressman, isn’t it being produced for a certain 
oe special interest of the people ? 


. Mr. Jones. I do not know what special interests we might have. 
a. _ Mr. Curtis. I will tell you what I might call it if you will mind for 
just a word. 

Mr. Jones. Yes. 


” Mr. Curtis. I do not want to talk about the Hells Canyon issue 
. any more than I have to, but it does point up the issue. In 1950 the 
to projected plan was a little less than 80 percent of the power was allo- 
ey i cated to preference customers on the West Coast with less than 20 
re j percent going to Idaho. Why should we, living in Idaho, see our re- 
ot sources going down the drain without any good to us? Are not our 
ht . resources just as important to the people of Idaho as our timber and 
| minerals and oil resources and agricultural resources? What else do 
- | we have to live for? What do you want the people of Idaho to be? 
Slaves ? 

ne Mr. Jones. No. 
ut ; Mr. Curtis. Peons? 
nd Mr. Jones. No, Mr. Curtis. 


Mr. Curtis. That is what it looks like. 
Mr. Jones. No indeed. I would try to elevate you and not push 
you down. I certainly have no greater ambitions than to elevate you, 


t : 

yu 1 and I certainly do not want to see you reduced to any subnormal 
- j station. 

ly. Mr. Curtis. 1 certainly should not think so. 


Mr. Jones. Because I have always been of the opinion that eco- 
nomic growth and progress and well-being of every area of this coun- 
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try are not divisible. Either we enjoy general prosperity or we enjoy 
none. So, what you do here in Idaho is of tremendous importance 
to the way that I expect to live in Alabama; and the same would be 
true if I lived in Kalamazoo or any other place. The point is that 
that is a Federal project. When Federal dollars are invested in proj- 
ects we cannot always just recognize the sovereignty of a State by see- 
ing that it will be given preferential rights. 

You have a Federal installation constructed here in the State 
of Idaho and it may be a policy of the agency or bureau to employ 
people who live in the immediate vicinity, but I would have just as 
much right to obtain a job in Idaho as you would, because it is a Fed- 
eral project. 

I do not know the proportions or the disposition to be made of 
the electric energy at Hells Canyon but I do know if it is to be con- 
structed by the Federal Government then you would have a preference 
clause in it just exactly like Mr. Eisenhower agreed to have a prefer- 
ence clause in the Atomic Energy Act. 

Throughout the years, over the last 50 years, I did not know that 
the preference clause had become an issue. But you go right ahead. 

Mr. Curtis. That is only one example. Perhaps I should have not 
illustrated that so much in view of the controversy which we are in 
now, but I would like to ask, Do you know what the preference busi- 
ness is for the energy that comes out of the Bonneville Power Adminis- 
tration? 85 percent. 

Mr. Jones. I can give you the figures on the entire United States. 
The preference customers take 32 percent of all the power generated 
in this country at Federal installations. About 42 percent of it is sold 
to the private utilities and private industries directly. So it looks 
to me as though they are getting a pretty good share of it. 

Mr. Curtis. That is not my understanding of what it is in the North- 
west, Congressman. It is something like 85 percent out of Bonneville. 
We can get out the coal oil lanterns and candles if it is a matter of 
national defense and we have to. I would be happy to, but the little 
guy down the street and the farmer— 

Mr. Jones. I am assuming the figures submitted by the Hoover 
Commission are correct. 

Mr. Curtis. I do too. I have read that, and all the figures are 
in the task-force report. Allright. I will take less time talking and 
I will get through with this. 

Mr. Jones. I want you to. 

Mr. Curtis. It would seem sensible that the duplication of trans- 
mission grids be discontinued. There can be no good reason for 
spending taxpayer dollars to build transmission lines in areas where 
private utility lines are already available. 

Mrs. Grirrirus. May I ask a question? Would you think the re- 
verse was true? If an REA has a line up do you think that the 
private utilities should not be permitted to duplicate that? 

Mr. Curtis. I think the grid line is something we should all use. 
Why should we have a duplication of effort ? 

Mrs. Grirritus. I agree with that. Goon. 
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Mr. Curtis. Adoption of these recommendations would apparently 
force these Federal projects to operate in a businesslike manner. It 
would mean they would be subject to corporation laws, and I presume 
corporation taxes. It would mean sound operation or would prove 
that the projects were not feasible. 


RECOMMENDATION NO. 14 


No comment needed. I have already urged approval on this. 
RECOMMENDATION NO, 15 


This is something close to my heart. This dffers a way for the 
Pacific Northwest to pull out of the threat of power short- 
age it now faces. It points out a way to get these projects without 
spending billions of tax dollars. Private capital is already available 
and has offered to enter into a partnership agreement with the Federal 
Government. It will provide the necessary initiative for our people 
to care for their own needs, it will mean electric power, tax revenues, 
and progress. 

None of these things seem possible in the present statement of 
“Federal development or none.” 

In closing I wish to quote from Hon. James A. Farley’s address at 
Waterbury, Conn., October 19, 1955. I think this becomes important 
reading since he was one of the members of the Hoover Commission. 

You all know something about the Hoover Commission, of course. You will 
recall that the pattern was set in 1947, during a Democratic administration, when 
Congress voted unanmiously to create the first Commission on Organization of 
the Executive Branch of the Government—to give it its full, official name. This 
bipartisan, 12-man body made a 2-year study of the organization and manage- 
ment of the Government and submitted to Congress a series of recommendations 
for streamlining and strengthening the Federal structure. 

There will, of course, be efforts to inject partisan considerations into our na- 
tional discussion of the Hoover Commission’s proposals. Special interest groups 
will seek to pull the parties one way or another in their efforts to defeat certain 
portions of the report which they find displeasing. But I think we have learned 
by now that the Hoover report has no place in partisan politics. Both parties 
can make it succeed and share the credit, or let it fail and share the blame. 

Mr. Jones. Thank you, Mr. Curtis. 

Mr. Curtis. Now, Congressman, I have received a lot of time. I 
have a lot of others which I would like to mention to you and just turn 
them in for the record. 

Mr. Jones. Yes, sir. If you will hand them to me I will identify 
them for the record. 

Mr. Curtis. All right. Here are some telegrams which I received 
last night when I was mysteriously or, I mean, quickly appointed to 
this job. And here is another bunch I received today. They come 
from all over the State of Idaho and the entire Northwest. Here is 
one from the editor of the Hailey Times at Hailey, Idaho: 

Agree with recommendations of Hoover Committee Report on Water Resources 
and Power. Urge early congressional action. 

There are telegrams here from all over the country; from doctors 
and dentists and organizations and various unions, and all kinds of 
people. Then I have a communication from Mr. C. E. Powell of 
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Moscow, Idaho, which he asked me to read showing his viewpoints 
I have another communication from Mr. Harold Cornelison of 
Moscow, Idaho. 

Then I have here a statement by Mr. Loren Markham of the Spokane 
Chamber of Commerce who has asked that I see this gets put into 
the record. 

Mr. Jones. All right. Let me identify them. This is a statement 
from the Spokane Chamber of Commerce. Who is it submitted by? 

Mr. Curtis. To me by Mr. Loren Markham. 

Mr. Jones. Without objection the statement will be made a part of 
the record at this point. 

(The statement of the Spokane Chamber of Commerce is as 
follows :) 


STATEMENT OF SPOKANE CHAMBER OF COMMERCE PoLICcy STATEMENT ON DEVELOP- 
MENT OF WATER RESOURCES FOR THE PACIFIC NORTHWEST 


(Approved by Columbia Basin Committee, February 1, 1954, and executive 
committee, February 12, 1954) 


PART ONE—GENERAL POLICY 


1. The Spokane Chamber of Commerce hereby reaffirms its historic position 
as an advocate of reclamation and hydroelectric power development, not only 
for the inland empire but for the whole Pacific Northwest. 

2. The chamber urges non-Federal and Federal agencies to expedite the power 
development of the Columbia River and its tributaries. It is highly desirable 
that adequate power reserve be built up to encourage further industrial and 
agricultural development of the Northwest. It is especially important that new 
facilities be provided for the upstream storage of water in order that existing 
and contemplated downstream generating facilities be utilized to their full rated 
eapacity. 

3. The chamber believes that multipurpose projects of the Columbia River 
watershed should be Operated and administered in a manner conducive to the 
greatest possible degree of local management and control of the resources 
affected. 

4. The chamber supports the principle of partnership among the States and 
local agencies, both private and public, and with the Federal Government, for 
the study, planning, and construction of new power generating facilities. It 
urges that local interests throughout the region take the initiative in the develop- 
ment of such partnerships, and urges also that Congress enact the necessary 
laws to give effect to Federal participating therein. In particular, the chamber 
urges that, for multipurpose projects, continued study be made of possible com- 
binations of non-Federal financing of reimbursable features, such as power, with 
Federal financing of nonreimbursable features, such as flood control. 

5. The chamber supports the efforts of the Governors of the four Northwest 
States, working in cooperation with operating utilities and other agencies in 
the Northwest, to ascertain the engineering facts on proposed dam projects and 
to coordinate the schedules of construction and priority. It believes that intra- 
regional conflicts over dams and dam-planning can be minimized and a compre- 
hensive program developed for the general good, if such scheduling can reflect 
the desires of all having an interest in the generation and distribution of electric 
energy. 

6. The chamber urges the Columbia Interstate Compact Commission to hasten 
its drafting of a compact relative to the region’s water resources, in order to 
assure full development and use of the Columbia river and its tributaries. The 
chamber commends the work of this Commission and its members during the 
past year, and suggests that legislatures of the individual States continue and 
strengthen their support of the proposed compact as a means towards assuring 
a growing economy in the Northwest. 

7. The chamber urges that the Congress of the United States enact into law 
a sound national water and power policy that will encourage local and State 
initiative in the planning and construction and management of river projects 
and will stimulate private capital to make its full contribution in the orderly 
development of the area’s land and water resources. 
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8. The chamber favors the development of new Northwest reclamation projects 
that are economically feasible. The chamber favors appropriations for con- 
tinued study and investigations of additional reclamation development, and of 
proposed financing arrangements that could be used to assist such reclamation 
development. 

9. The chamber believes that agencies of the Canadian and United States Gov- 
ernments should be encouraged to cooperate in providing promptly joint benefits 
in the whole Columbia River watershed. To this end the chamber also urges 
the American State Department and the Congress to strengthen the American 
Section of the International Joint Commission and to expedite its work, so that 
American-Canadian agreements on international water matters (such as the 
proposed Libby project) will keep pace with needs on both sides of the border. 

10. The chamber urges that State and Federal Governments expedite their 
fisheries and wildlife programs in order that these resources may be properly 
conserved and protected without further hampering or delaying the hydroelectric 
power program. 

11. The chamber reiterates its belief in the American free enterprise system as 
the most desirable method of providing for power needs of the Pacific North- 
west. But, it recognizes the peculiar interests of the Federal Government in 
helping to meet these needs, particularly in the development of multipurpose 
projects. It urges that Federal development be continued on those projects, 
presently authorized and proposed, which are truly multipurpose in character, 
but that private enterprise and local public agencies be encouraged to construct 
and operate, under State and Federal laws and regulations, those dams which 
are primarily for power generation. 


Mr. Jones. A letter from Mr. C. E. Powell of Moscow, Idaho. An- 
other communication and statement from Mr. Harold Cornelison of 
Moscow, Idaho. Without objection they will be made a part of the 
record at this point. 

(The documents referred to are as follows :) 


SPECIAL SUBCOMMITTEE ON WATER RESOURCES AND POWER, 
HovusE COMMITTEE ON GOVERN MENT OPERATIONS, 
(Attention Hon. Robert E. Jones, Chairman. ) 

DEAR Str: My name is C. E. Powell. I am a homeowner and a voter from 
Latah County, State of Idaho. I have been very interested in following the 
work of the so-called Hoover Commission, as reported by the newspapers of the 
area. I have not always agreed with some of their conclusions, but I am forced 
to admit that the Commission has had available experts in their investigations 
while I can lay claim to no such fame. 

I studied the 15 recommendations made by the Commission and, basically, I 
can not help but be in accord with the recommendations made by the committee. 

In our State nearly 75 percent of the land area is owned by the Federal and 
State Governments. This, then, means the remaining 25 percent of the land 
area, with the improvements on that land, must produce all the tax revenue to 
support our county, State, and Federal Governments. With a policy such as is 
contained in recommendation No. 9 of the Commission, federally produced power 
would pay a fair share of State and local government costs as well as amortize the 
taxpayers investment in the project. 

The other recommendations would undoubtedly effect the same advantages as 
would recommendation No. 9. This matter of taxes, however, is something with 
which I have more knowledge than I have on other phases outlined in the 
report. 

I am a strong believer in the free enterprise system. I do feel that people 
should do, within themselves, everything they can possibly do. It is my econ- 
viction that power resources, for example, should be developed by private capital. 
When developed by private capital, these resources are immediately converted into 
tax benefits for local, State, and Federal Governments. 

I suggest that your committee consider seriously the recommendations, made by 
the Hoover Commission subject to improvements that Congress might be able 
to make, and that these recommendations be adopted. 

Respectfully submitted, 

C. E. PowEtt, 
Moscow, Idaho. 
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Moscow, IpaHo, November 30, 1955. 
CONGRESSMAN ROBERT FE. JONES, 
Chairman, Special Subcommittee on Water Resources and Power, 
Lewiston, Idaho. 


DEAR Sir: I have learned of your committee hearing to be held in Lewiston 
and wish to make a brief statement setting forth my general ideas about develop- 
ment and control of our water resources and power. 

Iam a citizen of Idaho and a resident of Moscow, Idaho, since 1911. Since 1931 
I have operated my own insurance and real estate business. 

In a general way I am familiar with the report of the Hoover Committee and 
its recommendations from reading of it in the press and various periodicals. 

As a real estate broker I am well aware of the difficulty the State of Idaho and 
its governmental units have in raising adequate revenues to operate in the man- 
ner desired by citizens of the State. I am also well aware that over 60 percent 
of the area of the State is owned by the Federal Government. That further en- 
croachment on our tax base by any governmental agency would only make our 
tax problem more acute seems self-evident. 

For that reason I am in favor of adoption of the recommendations of the Hoover 
Committee particularly where they would prevent further encroachment on 
idaho’s tax base as an example by preventing further development of federally 
owned powerlines and facilities paralleling and competing with taxpaying fa- 
cilities already providing the same services. 

Respectfully submitted. 

HAROLD CORNELISON. 


Mr. Jones. I have several other telegrams which will take a great 
deal of time to identify but I will identify them by Nos. 1 through 
35, which will be identified by the reporter and made a part of the 
record at this point. 

(The telegrams referred to are as follows :) 


LEWISTON, IpAno, December 1, 1955. 
A. B. CurrIs, 
Lewis and Clark Hotel, Lewiston, Idaho: 


Recommendations of Hoover Commission report on water resources policy dove- 
tails with private utility power developments now in progress or proposed in 
this area. Immediate acceptance Hoover recommendations will unfetter private 
companies and make private capital available for necessary immediate con- 
struction. Let’s put money on tax rolls through private enterprise participation 
in multipurpose projects (recommendation No. 15), rather than more of our 
tax dollars in dams. 

PAUL STOFFEL. 


LEWISTON, IDAHO, December 1, 1955. 
A. B. Curtis, 
Lewis and Clark Hotel, Lewiston, Idaho: 


Urge adoption of Hoover Commission report on water resources and power 
as best analysis of overall river development. Recommendations therein will 
correct many unsatisfactory and uneconomic phases of present Federal policy, 
particularly discriminatory features of preference clause. Development of 
power imperative but duplication of facilities needless and wasteful. Let’s adopt 
the report. 

GREG NEILL. 


LEWISTON, IDAHO, December 1, 1955. 
A. B. Curtis, 
Lewis and Clark Hotel, Lewiston, Idaho: 


Find recommendations of Hoover report on water resources policy sound and 
extremely applicable to Northwest region. Believe Federal power developments 
should be amortized and these should pay taxes the same as private utilities. 
We need more power and consider private capital through partnership power 
program economic and most expeditious answer. Register my endorsement of 
Hoover report on water resources policy at Lewiston hearings, Friday. 


E. W. HEtp. 
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LEWISTON, IDAHO, December 1, 1955. 
A. B. Curtis, 
Lewis and Clark Hotel, Lewiston, Idaho: 


I wish to recommend to you gentlemen, that you accept the Hoover Commis- 


a sion report on the natural resources. It is my feeling these gentlemen were 
P selected because of their ability and thus were better able to make a nonbiased 
1 report than the majority of the persons who will testify for political or eco- 


nomical reasons of their own. 
HOWARD FINCH. 





— 


IDAHO STATE CHAMBER OF COMMERCE, 
December 1, 1955. 


Hon, GLENARD LIPscomMB, 
Subcommittee on Water Resources and Power, 
Lewis and Clark Hotel, Lewiston, Idaho: 


As president of the Idaho State Chamber of Commerce, which lists more 
than 40 local chambers of commerce among its members, I wish to enter the 
following statement in the record of the congressional subcommittee hearings at 
Lewiston, December 2, 1955. 

The Idaho State Chamber of Commerce is in general agreement with the 
recommendations of the Hoover Commission report. 

The State Chamber agrees particularly with the recommendation that Congress 
: adopt a national policy for comprehensive development of water resources. 

j States in the Pacific Northwest are acutely aware of the immediate need for 

4 such development in their areas to perpetuate economic growth for the welfare 

4 of both the region and the Nation. 

4 Only through a broad national water policy, utilizing the facilities of all levels 
of government, local organizations and private enterprise, can water resource 
development be properly expedited. 

: The Idaho State Chamber of Commerce further urges that the subcommittee on 

i water resources and power limit its hearings to the Hoover Commission recom- 

mendations. The Commission’s task force groups served as factfinding bodies. 

The Commission itself has stated that it is committed only in respect to the recom- 

mendations it makes in its report. 
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Wrnpsor J. Luoyn, President, 
Idaho State Chamber of Commerce. 
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OroFINO, IpaHo, December 2, 1955. 
A. B. CurtTIs, 
Lewis and Clark Hotel, Lewiston, Idaho: 
Members of Hoover Commission appointed because of their character, ability 
and knowledge of their particular fields. I recommend the Hoover Commission 
report be adopted. 






Cari Srmons ELeEctTrICc SHOP. 
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Hat.ry, IpAno, December 1, 1955. 
A. B. Curtis, Acting Chairman, Idaho Committee for Hoover report, Lewis and 
Clark Hotel, Lewiston, Iado: 
Agree with recommendations of Hoover Committee report on water resources 
and power. Urge early congressional action. 
BERWYN BurkKE, Editor, Hailey Times. 








RosaLiA, WASH., December 1, 1955. 
BH. B. Curtis, House Government Operations Subcommittee, Lewis and Clark 
Hotel, Lewiston, Idaho: 
Deem the favorable consideration of the water and power resource items 9 to 
15 inclusive as recommended by Hoover Commission advisable. 
E. W. Swepin. 
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TEKOA, WASH., December 2, 1955. 
E. B. Curtis, 
House Government Operations Subcommittee, 
Lewis and Clark Hotel, Lewiston, Idaho: 
Full accord with Hoover Commission recommendations as they pertain to water 
and power resources. 







EArt H. TrrRscHE., Tekoa, Wash. 


OROFINO, IDAHO, December 2, 1955. 
A. B. CurTIs, 
Lewis and Clark Hotel, Lewiston, Idaho: 
I am generally in accord with the Hoover report. 
W. E. GIULBerrt. 


POCATELIO, IDAHO, December 2, 1955. 
A. B. Curtis, Acting chairman, Idaho Citizens Committee for the Hoover 
Report, Lewis and Clark Hotel, Lewiston, Idaho: 
Urge adoption of recommendations of the Hoover Commission report on water 
resources and power. 
RawpeH J. Comstock, Pocatello, Idaho. 


OROoFINO, IpaAHO, December J, 1955. 
A. B. Curtis, Lewis and Clark Hotel, Lewiston, Idaho: 
I want you to know that I heartily endorse in its entirety the Hoover 
Commission report to Congress on the water resources and power. 
JupGE BEAR. 


Orortno, IpaHo, December 2, 1955. 
A. B. Curtis, Lewis and Clark Hotel, Lewiston, Idaho: 
Hoover Commission report on water resources and power vital to the economy 


of our State and Nation, please urge subcommittee to adopt report. 
ADRIAN NELSON. 


Rosatta, WasH., December 1, 1955. 
A. B. Curtis, Lewis and Clark Hotel, Lewiston, Idaho: 
Believe recommendations of Hoover Commission on water and power resources 


items 9 to 15 inclusive, are the best. 
H. H. WHEELDON, 


Boise, Ipano, December 1, 1955. 
A. B. CurrTIs, 
ACTING CHAIRMAN IDAHO CITIZENS FOR THE HOOVER REPoRT, 
Lewis and Clark Hotel, Lewiston, Idaho: 
Urge adoption of recommendations of Hoover Commission report to Congress 
on Water Resources and Power. 


i 
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RAYMOND STRAWN. 


Preston, IpaHo, December 1, 1955. 


A. B. Curtis, 
Lewis and Clark Hotel, Lewiston, Idaho: 
Urge favorable action on Hoover Commission recommendation to Congress on j 


water resources and power. 5 
C. L. Swenson, C. P. A i 
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CALDWELL, IDAHO, November 30, 1955. 
A. B. CurTIs, 
Lewis and Clark Hotel, Lewiston, Idaho: 

Urge that you recognize and support the Hoover Committee’s recommendations 
applying to water resources and electric power which I understand is now before 
the Congress for consideration. 

EMERY L. VASSAR. 


TreKOA, WasH., December 1, 1955. 
HOUSE GOVERNMENT OPERATIONS SUBCOMMITTEE, 
Care A. B. Curtis, Lewis and Clark Hotel, Lewiston, Idaho: 
Favor Hoover report recommendations as to water and power resources. 
W. E. REDFERN, 
Tekoa, Wash. 


Boise, IpaHo, December 1, 1955. 
A. B. CurRTISs, 
Lewis and Clark Hotel, Lewiston, Idaho: 


I am in accord with principles included in Hoover Commission report on 
water resources and power recommend serious consideration of recommenda- 
tions and earliest acceptance by Congress. 

TRUMAN JOINER. 


LEWISTON, IDAHO, December 1, 1955. 
A. B. Curtis, 
Lewis and Clark Hotel, Lewiston, Idaho: 
Please support Hoover Commission recommendation on power and water re- 
sources as now written. 
GLENN GILDEA, Garfield, Wash. 


LEWISTON, IDAHO, December 1, 1955. 
A. B. CurtT!s, 
Lewis and Clark Hotel, Lewiston, Idaho: 
Feel Hoover Commission report, as now written, is fair and equitable. Oppose 
any changes. 
Hart H. Hanson, Potlatch, Idaho. 


LEWISTON, IDAHO, December 1, 1955. 
A. B, CurTIS, 
Lewis and Clark Hotel, Lewiston, Idaho: 
In my estimation Hoover report was compiled by competent and capable men. 
Should be left alone. 


Lioyp Maun, Palouse, Wash. 


LEWISTON, IDAHO, December 1, 1959. 
A. B. Curtis, 
Lewis and Clark Hotel, Lewiston, Idaho: 
Time minority groups stop trying to influence recommendations beneficial to 
most people concerned. I support Hoover report. 
B. M. Comstock, Palouse, Wash. 


LEWISTON, IDAHO, December 1, 1955. 
A. B. CurtTIs, 
Lewis and Clark Hotel, Lewiston, Idaho: 


Please register my opposition to any changes in Hoover Commission’s recom- 
mendations on power and water resources. 
M. E. Jones, Potlatch, Idaho. 
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CALDWELL, IpaHoO, November 30, 1955. 


A. B. CurRTIs, 
Lewis and Clark Hotel, Lewiston, Idaho: 


Generally in accord with recommendations included in Hoover Committee 
report to Congress on water resources and power. Urge serious consideration 


of report. 
A. C. GARBER. 


ORoFINO, IDAHO, December 2, 1955. 
A. B. CurtTIs, 
Lewis Clark Hotel, Lewiston, Idaho: 

The Hoover Commission report on water resources and power is a great thing 
for this county. I sincerely hope that our people will find it universally 
acceptable. 

L. CARDIFF, 
Senator, Clearwater County. 


OroFINo, IpaHo, December 2, 1955. 
A. B. CurRTIS8, 
Care Lewis Clark Hotel, Lewiston, Idaho: 


After careful study I recommend that Hoover Commission report be adopted. 
KUEHL CLOTHING STORE. 





ORoFINO, IDAHO, December 2, 1955. 
A. B. CuRTIs, 
Care Lewis Clark Hotel, Lewiston, Idaho: 
Please add my voice to the many who have gone on record as supporting the 
finds of the Hoover Committee. 
B. H. OLsen. 


OROFINO, IDAHO, December 2, 1955. 
A. B. Curtis, 
Care Lewis Clark Hotel, Lewiston, Idaho: 
We believe the findings of Hoover Commission to be sound and logical. Let 
us curtail Government in business. 
STANDARD LUMBER Co., 
Ronald C. Vietmeier. 


OROFINO, IDAHO, December 2, 1955. 
A. B. Curtis, 
Care Lewis Clark Hotel, Lewiston, Idaho: 
I am in favor of the Hoover Commission report and hope you will use this 
telegram as you see fit at the hearing at Lewiston. 
JOSEPH G. WILSON, M. D. 


OROFINO, IDAHO, December 2, 1955. 
A. B. Curtis, 
Care Lewis Clark Hotel, Lewiston, Idaho: 
Favor Hoover Commission report with regard to water resources and urge its 
adoption. 
ALYCE JOLLEY. 
Mrs. J. Irvin Jolley. 


LEWISTON, IDAHO, December 2, 1955. 
A. B. Curtis, 
CHAIRMAN, CITIZENS COMMITTEE HEARING, 
Lewis Clark Hotel, Lewiston, Idaho: 
Am wholly in accord with Hoover Committee report. 
GAFFNEY STAGE LINES, 
EDWARD GAFFNEY. 
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OROFINO, IDAHO, December 2, 1955. 




































A. B. Curtis, 


Care Lewis Clark Hotel, Lewiston, Idaho: 


I’m 100 percent in favor of the Hoover Report. 
Curis A. HaGag. 


TWIN Fa.izs, IpaHno, December 2, 1955. 
A. B. Curtis, 
Lewis Clark Hotel, Lewiston, Idaho: 
Wish to urge your group to adopt recommendations of Hoover report to Con- 
3 gress on water resources and power. 
CLAUDE DETWEILER. 


OROFINO, IDAHO, December 2, 1955. 
A. B. CurtTIs, 
Lewis and Clark Hotel, Lewiston, Idaho: 

We believe in getting the maximum efficiency out of our national resources, we 
also believe in economy within our Government, furthermore, if private capital 
3 is allowed to build and progress, they will pay their fair shares of taxes, which 
4 will help us all. We, the undersigned, recommend the adoption of the Hoover 
Commission report. 


D. M. Loenr, M. D., C. H. KLAAREN, M. D., CLYDE CULP, M. D. 


Mr. Jones. These are all in support of the adoption of the Hoover 
Commission recommendations. A letter from Mr. 8. H. Caffee to 
Mr. A. B. Curtis will be made a part of the record and identified as 
a letter submitted by the witness. 

(The letter from Mr. Caffee is as follows :) 


STANDARD OIL COMPANY OF CALIFORNIA, 
Colfax, Wash., December 1, 1955. 





alr end ok hn cle LL Bele 


Mr. A. B. CurTISs, 
Lewiston, Idaho. 

DEAR Ste: In regard to the Hoover Commission recommendation as to water 
resources and power policy. 

It is my firm belief that development of our natural resources as to power 
should be in the hands of private capital and I would like to go on record 
recommending such practice. 

Your very truly, 
S. H. CAFFEE. 

Mr. Curtis. Here is a resolution by the North Idaho Chamber of 
Commerce on the partnership in power. 

Mr. Jones. Without objection the statement of the North Idaho 
Chamber of Commerce, signed by V. S. Casebolt, president, will be 
made a part of the record. 

(The resolution is as follows:) 

(The following resolution was unanimously passed at the regular spring 
session of the North Idaho Chamber of Commerce. The North Idaho Chamber 


of Commerce covers the 11 north Idaho counties of Bonner, Boundary, Kootenai, 
Shoshone, Latah, Benewah, Lewis, Nezperce, Idaho, Clearwater, and Lembhi.) 


te AC a GE LA ASSET ME a hI i os: 


RESOLUTION NO. 2 


Whereas the Secretary of the Interior and the President of the United States 
have effectively spelled out the administration’s new policy for partnership de- 
velopment of the power resources of the Nation, showing willingness of the 
Federal Government to share construction of hydroelectric development wherever 
local agencies or companies shall find feasible projects ; and 

Whereas investor-owned, tax-paying utilities have asked the Federal Power 
Commission for permission to make intensive investigation of two major projects 


Fy ty la a 





2268 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


in northern Idaho, with intent to fulfill all the desirable multipurpose phases of 
such construction as projected tentatively by the United States Corps of Army 
Engineers ; and 

Whereas the critical power needs of north Idaho and Washington by 1959 
and 1960 will be drastically beyond the capabilities of exclusive Federal con- 
struction schedules and can only be met with the help of private initiative and 
enterprise ; and 

Whereas the threat of devastating flood continues to annually bring urgency 
to the reservoir construction needs of the Clearwater River drainage basin; 
Now, therefore, 

The North Idaho Chamber of Commerce, in conference assembled at Grange- 
ville, Idaho, this 8th day of May 1954, does hereby endorse the current efforts 
of the Pacific Northwest Power Co. to meet the urgent needs of its five members 
for power generation in this area by constructing the Bruce’s Eddy and Penny 
Cliffs Dams, and does hereby urge the Congress to effect legislation that will 
make partnership in such a river development a reality. 


V. S. CAsesout, President. 


Mr. Curtis. Congressman, here I have a resolution from the County 
Board of Commissioners of Orofino, my home county, approving a 
partnership power project in Clearwater County. 

Mr. Jones. Without objection the resolution of the Board of 
County Commissioners of Clearwater County, Idaho, will be made 
a part of the record at this point. 

(The resolution referred to is as follows :) 


RESOLUTION 


Whereas as pointed out in the Army Corps of Engineers’ 308 Review Report, the 
site of the proposed storage dam on the Clearwater River in Clearwater County, 
Idaho, known as Bruce’s Eddy is a great natural location for a multipurpose 
hydroelectric dam installation ; and 

Whereas annual flood damage of considerable proportion exists on the Clear- 
water River, such damage being estimated at an excess of $1,000,000 per year on 
a long-term basis; a reoccurrence of the 1948 flood in the Clearwater Valley, 
based on present conditions, would cause an estimated damage of $3,000,000; a 
flood of standard project magnitude, which is possible of occurrence, would be 
unusually disasterous and would cause an estimated damage of $24,000,000; and 

Whereas the potentiality for commercial and industrial development in the 
Clearwater Basin cannot be realized until substantial regulation of the flows of 
the Clearwater for the prevention of flood damage is effected; and 

Whereas hydroelectric power is urgently needed to relieve the power shortage 
in Idaho and in the Pacific Northwest ; and 

Whereas navigation and recreational benefits are important to the Clearwater 
area and to the State of Idaho; and 

Whereas the Bruce’s Eddy project, as recommended by the Army Corps of 
Engineers, would be a multipurpose project, accomplishing the following, among 
other purposes : 

1. Flood control.—Local flood damages in the Clearwater Basin would be re- 
duced by approximately $600,000 annually by the Bruce’s Eddy project alone. 
The major flood problems on the Lower Columbia River would be importantly 
benefited by upstream storage as would be provided by this proposed project. 

2. Power.—Bruce’s Eddy power plant would have at site, dependable capacity 
of 244,000 kilowatts. During an assumed economic life of 50 years, the Bruce’s 
Eddy plant would generate about 1,336,000,000 kilowatt hours annually of which 
about 1,179,000,000 kilowatt hours would be firm energy in the load. In addition, 
storage releases from Bruce’s Eddy reservoir would increase the firm energy at 
downstream generating plants by 799,000,000 kilowatt hours annually. Power 
benefits credited to the project would amount to $5,693,000 for at site power; 
$2,482,000 for incremental firm energy made available at downstream power 
plants resulting in a total power benefit of $8,175,000 annually. 

8. Navigation.—The Bruce’s Eddy project would provide important navigation 
benefits. 

4. Recreation.—The mile-long reservoir will provide many and varied recrea- 
tional benefits to the people of the State of Idaho; and 
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Whereas four major private utilities have formed the Pacific Northwest Power 
Co. This company has received a preliminary permit for the Bruce’s Eddy 
project. Start of immediate construction awaits Congressional legislation con- 
cerning the division of cost for downriver and other noncompensable items be- 
tween the Government and private industry: Now, therefore, be it 

Resolved by the Board of County Commissioners, Clearwater County, State 
of Idaho, That we most respectfully urge upon the Congress of the United States 
of America that Congress expedite such legislation as shall be required to the 
end that construction on the Bruce’s Eddy Dam project on the Clearwater River 
in Idaho may be commenced at an early date through a cooperative plan for a 
combination use of private resources and Federal participation as suggested by 
the partnership proposals of President Eisenhower and his administration; be 
it further 

Resolved, That the Board of County Commissioners of the county of Clear- 
water, do hereby give to the building of said dams our earnest support and feel 
that by the establishment thereof it will be a benefit to the entire county of Clear- 
water, the State of Idaho and the Nation and that any loss in taxation which 
might be taken out by the building of such dams would be more than recompensed 
by the additional industry and additional tax base which might be brought to 
the county and therefore we recommend the building of said dams. 

Dated this 9th day of May 1955. 

BoarRD OF CoUNTY COMMISSIONERS, 
Cc, A. Cuppy, Chairman. 

Louis STENZIL, 

CLIFFORD ANDERSON. 


Mr. Curtis. These are letters from seed and machinery companies. 

Mr. Jonrs. The following letters will be made a part of the record 
at this point, without objection. 

A letter from John R. LaFollette, Colfax Seed Co.; a letter from 
Mr. Boyd M. Harlow of Colfax, Wash.; a letter from Mr. D. R. But- 
ler, Colfax, Wash.; a letter from Mr. Harry Williams, Colfax, Wash. ; 
a letter from Mr. E. H. Butler, Colfax, Wash.; a letter from Mr. 
Claude A. Edgren of Colfax, Wash. 


(The documents above referred to are as follows :) 


CoLFax SEED Co., 
Colfax, Wash., November 30, 1955. 
Mr. A. B. CURTIS, 
Lewiston, Idaho. 


Dear Sir: I approve the recommendations of the Hoover Commission on Water 
Resources and Power Policy. 
Very truly yours, 
JOHN R. LAFOLLETTE. 


HarRLow MACHINERY Co., 
Colfax, Wash., December 1, 1955. 
Mr. A. B. CurtIs, 
Lewiston, Idaho. 


Dear Mr. Curtis: It is my recommendation that the Hoover Commission find- 
ings regarding water power be followed. 
Yours very truly, 
Boyp M. HarLow. 


BUTLER-MILLER AGENCY, 
Colfax, Wash., December 1, 1955. 
A. B. Curtis, 
Lewiston, Idaho. 


Deak Sir: My attention is called to a tentative hearing relative to the Federal 
Government’s proper role in the field of light and power. 

Please be advised that I firmly stand behind the Hoover findings and recom- 
mendations on this issue. The “partnership” plan for development, when too big 
for private industry alone, is the most sound approach to the problem. 

Very truly yours, 
D. R. BUTLER. 
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SPOKANE SEED Co., 
Colfax, Wash., November 30, 1955. 


A. B. Curtis, 
Lewiston, Idaho. 
Dear Siz: I recommend the adoption of the Hoover Commission recommenda- 
tions as to water resources and power policy. 
Yours truly, 


HARRY WILLIAMS, Manager. 


BuTLER-MILLER AGENCY, 
Colfax, Wash., December 1, 1955. 


Mr. A. B. Curtis: I am very much in favor of the adoption of the Hoover Com- 
mission’s recommendation as it affects the power and water resources. In my 
opinion the Hoover Committee reports are sound and the recommendations have 
great value to our future economy if carried out. 


Very truly yours, 
8S. H. Burien. 


Mr. Curtis. This gentleman could not be here. He is the editor 
of the Clearwater Tribune. I could read it if you will. He is sup- 
posed to be on the program. 

Mr. Jones. Fine. Without objection we will make a part of the 
record the letter from Mr. Robert D. Werner, editor of the Clearwater 
Tribune. 

(The letter referred to is as follows :) 


LEWISTON, IDAHO, 
December 2, 1955. 
Hon. Rosert E. JONEs, 

“House Committee on Government Operations, House of Representatives. 

GENTLEMEN: The manner in which our Nation’s water resources are developed 
is one in which the Federal Government must recognize the community of interest 
that it has with private users, cities, and States to the end that the whole national 
economy can prosper. 

Achievement of equality in taxation, fair distribution of the water resources, for 
navigation, flood control, and irrigation: Opportunity for local companies and 
agencies to construct power and water resource facilities—these are some of the 
major problems pointed up in the Hoover Commission report which I in general 
wish to endorse. 

We here in the Northwest in the past year have seen the advocates of Federa! 
power, including members of the United States Senate from Oregon, condemn 
virtually every private development of hydro-electric energy on the contention that 
the Federal Government should have the full responsibility for control of our 
economic destiny and that regional problems can only be determined at the Wash- 
ington level where water is concerned. Such pure socialism is abhorrent. 

The Hoover commission report points up situations in which the extent of Fed- 
eral participation has been duplicatory and unjustified. One example of that is 
seen in Idaho in which the Soil Conservation Service, now charged with making 
winter snow measurements for many cooperating users of such data, has set up 
new snow courses in the Jackson Lake region which are only 3 or 4 years old, 
They ignore Bureau of Reclamation records in the same drainages that go back to 
1905 and 1906. 

In regard to the 15 specific recommendations of the report I find it impossible 
to agree with all of the findings, but believe in general, Congress could make much 
progress in adopting a national water policy. Local participants should be en- 
couraged to discharge their responsibilities in resource development; and by 
the same token the findings of the Federal Power Commission should serve, as 
they now do, to insure that local development is not inconsistent with the na- 
tional interest. 

I believe that power from Federal projects should be distributed as broadly as 
possible to domestic and rural customers regardless of the distributing agency, 
and that private utilities should have a fair share of. public power. 

The Government and its agencies should cease building steam plants. 

The obsolete and unsound projects should be removed from congressional 
authorization. 
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The Army Engineers should continue to exercise leadership to assure a long 
range approach to water resource probiems but Congress must be aware that there 
is no uniform solution workable throughout the Nation. Bureau of Reclamation 
efforts should mark time until the Nation’s population and food requirements are 
eer RoBerT D, WERNER, 

Mr. Curtis. I thank you for giving me your time. 

Mrs. Prost. Mr. Chairman, I would like to ask a question or two. 
These pages in your statement are not numbered so I cannot call your 
attention to this statement exactly but, Mr. Curtis, you say that you 
think the development of water resources should be no different than 
any other resource development. 

Mr. Curtis. What page are you on? 

Mrs. Prost. That is the third from the last. 

Mr. Curtis. What recommendation is that ? 

Mrs. Prost. No. 9. It is near the top of the fourth page. You 
say, “Development of water resources should be no different than an 
other resource development, timber, mineral, or agricultural.” 

Mr. Curtis. Oh, yes. 

Mrs. Prost. Do you think, Mr. Curtis, it is correct for us to charge 
rent for using our public lands as grazing lands? 

Mr. Curtis. You mean the privilege of grazing livestock on public 
lands? 

Mrs. Prost. Yes. 

Mr. Curtis. Why, certainly. 

Mrs. Prosr. And you think it is right for us to hold bids and to 
sell our timber to the various companies and to retain the 25 cents 
out of each dollar in the counties as we do ? 

Mr. Curtis. Well, as to 25 cents, I might argue with you on that. 

Mrs. Prost. Let us strike that. Let me put it this way. At least 
you do agree that we should sell our timber resources more or less 
under the same program that we have today, do you not? 

Mr. Curtis. That is good economics, of course. It has to be sold. 

Mrs. Prost. Why do you think, Mr. Curtis, that we should give our 
water resources away ? 

Mr. Curtis. I do not think we are giving our water resources away. 

Mrs. Prost. In what way do you feel that if we turn over a great 
development like Hells Canyon to a private company for just a mere 
permit, that we are not giving it away ? 

Mr. Curtis. I just do not want to get arguing on Hells Canyon 
more than I have to. 

Mrs. Prosr. I do not want to belabor it at all. 

Mr. Curtis. It is, will be just on a voluntary basis as far as I am 
concerned, and between us folks here at home. My feelings on Hells 
Canyon are, supposing Idaho Power Co. could not develop it. Then 
I feel it would be up to the Government to do the best it could to make 
an optimum development. But the fact that we do have a taxpaying 
enterprise, willing and able to develop it in comprehensive develop- 
ment as recited by the Army Engineers, then they should be given the 
first opportunity. You are not giving itaway. What is the Govern- 
ment? The Government isataxpayer. It is you and me and the rest 
of the people in this room and other folks just like us. We are the 
Government, are we not ? 

Mrs. Prost. Yes. Of course. 
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Mr. Curtis. And they are going to pay taxes to sustain the Gov- 
ernment. What would we do if we did not have any taxpayers? 
Where would we wind up? And who is going to educate our children ? 
Look at poor Idaho. It has been working for years and years at a 
library and it could not possibly squeeze it out. $1,800,000. One dam 
would give us two libraries a year. 

They are after all the taxpayers and that is what makes the country 
tick after all. 

Mrs. Prost. Have you stopped to think, Mr. Curtis, about the 
neighboring States of Oregon and Washington who enjoy the low- 
cost electric rates and the industry that they have, and the millions of 
dollars they collect from industry in taxes ? 

Mr. Curtis. You mean from where? From Hells Canyon ? 

Mrs. Prost. No. From Bonneville and from Grand Coulee and 
from the other Government developments here in our Northwest. 
MeNary and the other dams out on the line. 

Mr. Curtis. And Washington is one State of the Union which has 
the greatest taxes of them all. That is one reason why I am happy 
to have my children over here in Idaho. Boy, they really pay taxes 
over there. 

Mrs. Prost. But I am speaking about assessed value. I am 
speaking about the industry they have invited into those States as a 
result of low-cost power. They have such industries as Kaiser Alumi- 
num up here at Spokane, and such industries as Alcoa down close to 
Portland. 

Mr. Curtis. Do you think our people can be hoodwinked into think- 
ing we will get a lot of industry in here with 80 percent of the power 
allocated to the West Coast and 20 percent here ? 

Mrs. Prosr. Evidently, Mr. Curtis, you must not be familiar with 
my Hells Canyon bill, because my bill sets aside a half million kilo- 
watts of power for the State of Idaho. That is 500,000 kilowatts, or a 
fraction over half of the output at the dam itself. That is provided 
right in the bill. 

Mr. Curtis. Well, I will have to admit that I 

Mrs. Prost. It isin both the Senate and House bills. 

Mr. Curtis. I will have to admit that I read something in an offi- 
ciallike document that came out of Washington, and I will have to 
admit it did not say anything about 50 percent of the power. 

Mrs. Prost. My bill and the Senate bill are identical. 

Mr. Curtis. Then something must have been changed. 

Mrs. Prost. They set aside and provide a half a million kilowatts 
of power for the sole use of the State of Idaho. 

Mr. Curtis. Well, you know instead of having 50 percent we ought 
to have 100 percent. 

Mrs. Prost. After all you have to integrate this system, and cer- 
tainly Idaho will do very well if she has set aside from this specific 
dam itself the half a million kilowatts. 

Mr. Curtis. Wouldn’t you rather serve the Idaho people first 
rather than some other place before you develop our resources? 

Mrs. Prost. We are, and that is the reason why I set aside that 
block of power for the people of Idaho, because I knew how important 
it was to us to have low-cost electric power and energy here in the 
State. Thank you, Mr. Chairman. 
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Mr. Curtis. Here is one more communication which just came in, 
Mr. Chairman, from Mr. Cole, who wanted it read. 

Mr. Jones. Without objection the statement of Mr. Harry L. Cole 
will be made a part of the record at this point. } 

(The letter referred to is as follows :) 


PULLMAN, WASH., December 1, 1955. 
Hon. Rosert FE. JONEs, 
Chairman, Special Subcommittee on Water Resources and Power, 
House Committee on Government Operations, 
Lewiston, Idaho. 

DEAR CONGRESSMAN JONES: While I had planned to be present and present the 
following in person, it is necessary that I attend a meeting of the State Civil 
Defense Council at Olympia, Wash., on Friday, December 2. Therefore, I am 
requesting you to make the following a part of the proceedings of your hearing 
at Lewiston December 2. 

For some background information I was formerly with the Department of 
Chemistry of the State College of Washington, now retired. Am also retired 
from the Air Force as a colonel, have had the privilege of serving as commander 
of the Department of Washington, the American Legion and also as State presi- 
dent of the Reserve Officers Association for Washington. 

With this background consider the purpose of this letter, which of necessity 
must be all too brief, to indicate my approval and support of the material and 
recommendations contained in volume 1, Water Resources and Power, a report 
to Congress submitted by the Commission on Organization of the Executive 
Branch of the Government. 

It must be kept in mind this report is the work of a large number of persons 
selected for the work because of their particular qualifications to do unusually 
well the task they had to perform. Further the report is submitted by a com- 
mission of 12 men. Only three of these dissent from the report to any consider- 
able extent, and this, I feel, makes the report with its recommendations all the 
more worthy of our most serious consideration. 

It is believed our forefathers who founded our great Republic never intended 
the Federal Government should go into business in competition with the citizenry, 
and it is felt that if it believes it must do so, the engagement therein should be 
along sound principles. Such business should be (a) operated efficiently; (0) 
self liquidating; (c) set up to pay a fair interest on borrowed capital (appropria- 
tions by Congress) ; (d@) made to pay taxes the same as any other business enter- 
prise. 

The recommendations of the Hoover report will accomplish these very desir- 
able changes in our present Federal policies. 

National policy should provide for Federal control and conservation of our 
natural resources which would include the development of rivers for navigation 
and flood control, but not for power. (It seems to me the building of steam 
power plants is going far afield from the intent even of legislation back in the 
thirties. ) 

If the Government is going into the sale of the power produced as a byproduct 
of its original intent in river development—navigation and flood control—then 
it should do so on the basis of the same treatment for all. To me it seems mani- 
festly unfair that 80 percent of the consumers of electric power (patrons of 
private power producers—these consumers are taxpayers just as are those who 
purchase Federal power) should be discriminated against in the purchase of 
Federal power through the operation of the “preference clause” in our laws on 
the subject. 

It is believed there is no justification for the practices indicated above unless 
it is the hope of those concerned with the development of such policies and prac- 
tices to ultimately completely nationalize and socialize all industry in the United 
States and thus make another Communist state. I definitely favor in general 
all the recommendations made by the Commission in this report, and specifically 
recommendations 9, 10, 11. 

Respectfully submitted, 
Harry L. Cote. 


Mr. Curtis. If you will let me retire to an area which is somewhat 
lower in temperature—— 
Mr. Jones. It has been a pleasure to have you, Mr. Curtis. 
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Mr. Curtis. I have been happy to be with you. 
Mr. Jones. And we will be happy to receive the other statements 
you submit. 

Mr. Curtis. Thank you. 

Mr. Jones. Our next witness is Mr. Herbert Howe. You may pro- 
ceed Mr. Howe. 


STATEMENT OF HERBERT HOWE, LEWISTON, IDAHO, REPRESENT- 
ING THE LEWISTON VALLEY GRANGE NO. 300 


Mr. Howe. Mr. Chairman, members of the committee, and Gracie 
Pfost. My name is Herbert Howe and my address is 537 Thain Road, 
Lewiston, Idaho. I wish to thank the members of the committee for 
this opportunity to present the views of the 125 members of Lewiston 
Valley Grange No. 300 in regard to the recommendations of the 
Hoover Commission on water resources. 

I represent a group composed of small farmers and wage earners 
liberally sprinkled with men and women who have reached the age 
of retirement. We have seen the remarkable industrial growth of 
the Pacific Northwest during the past 25 years, coupled with the vast 
expansion of new irrigated lands, new homes, and the partial harness- 
ing of our mighty rivers. This marvelous growth in population and 
opportunity for the common people are largely the result of the water- 
resource policy in force since the Reclamation Act of more than 50 
years ago. 

We were shocked to read the recommendations of the Hoover Com- 
mission, which in our opinion would turn back the clock to the days 
of William McKinley, doom our unwatered lands to remain a desert, 
choke off the industrial expansion which means jobs for our young 
people, and sentence us to become economic slaves paying tribute to 
the stockholders of absentee corporations. 

We are convinced that these recommendations are deliberately 
tailored to take from the citizens of our great country the right to 
control and exploit our great water resources for the benefit of all. 
All this in the name of “partnership”—a term dear to the heart of 
the private power monopoly. 

We believe that sections (a) and (b) of recommendation 1 are in 
accord with the water resource policy now in effect and first advanced 
more than 50 years ago. Section (c) reads as follows: 

That the Federal Government should assume responsibility when participa- 
tion or initiative is necessary to further or safeguard the national interest or to 
accomplish broad national objectives, where projects, because of size or com- 
plexity or potential multiple purposes or benefits, are beyond the means or the 
needs of local or private enterprise. 

We believe this has been the policy up until the advent of the present 
administration. 

The last sentence under section (c) reads as follows: 

Under other circumstances the responsibility for development should be dis- 
charged by State or local governments, or by local organizations, or by private 
enterprise. 

In view of the other recommendations made by the Commission, 
we look with suspicion on this sentence. 

Most of our members live within the boundaries of a small irrigation 
district which was rebuilt for us by the Bureau of Reclamation about 
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5 years ago. This project has made our district the fastest growing 
area in the State and has provided home sites for thousands of fami- 
lies who wish to live under a rural influence. If the above sentence 
would preclude development of such small projects, we are unalter- 
ably opposed to it. ; 

We believe that section (d) is and has been in effect for many years. 

Section (e) provides: 

That the Federal Government should provide advisory assistance to those 
local and State agencies that are undertaking water resources and power develop- 
ment projects. 

We believe this section to be ambiguous and we are also of the 
opinion that activities of Federal agencies should be confined to actual 
or potential Government projects. 

We believe that section (f) is now and has been in effect for a num- 
ber of years. 

Section (g) reads as follows: 

That one Federal agency be made responsible for collecting and reviewing the 
adequacy of hydrologic data. 

We believe that a Government agency should be set up which would 
handle flood control, inland navigation, power, recreation and reclama- 
tion. We are opposed to making the Army Corps of Engineers such 
an agency as is proposed under recommendation 6. We believe that 
a water resource agency should be entirely divorced from the super- 
vision and influence of the military and that the best interests of 
the Nation would be served by confining the activities of the Corps 
of Engineers to harbors and military installations. 

Section (h) provides that all Federal agencies administering rev- 
enue-producing water resources and power projects should pay all 
cash revenues to the Treasury as miscellaneous receipts, and receive 
an annual appropriation for cash operating expenditures. We are 
opposed to this proposal. We believe that agencies receiving cash 
income should be allowed to use such income for operating expense, 
retirement of investment capital, and improvements subject to the 
will of Congress. If this recommendation were adopted it would 
leave all Government installations at the mercy of the Bureau of the 
Budget, a political arm of the executive department, following the 
political philosophy of the Chief Executive. This could and probably 
would result in the emasculation of many projects which did not 
happen to be in favor at the time, and it would be an easy step to 
propose their sale at a fraction of their worth on the excuse that 
they were inefficiently operated and unable to function with the funds 
available. In other words, it could be the basis to dispose of all 
Government water resource developments to private monopoly. 

Section (i) provides that: 

Regulation of rates for sale of electrical energy by all Federal agencies be 
vested in the Federal Power Commission. 

This proposal strikes directly at the heart of the low-cost Federal 
power. Undoubtedly, if this proposal were adopted recommendation 
9 would be put into effect. Recommendation 9 provides in effect that 
the Congress direct the Federal Power Commission to raise Federal 
power rates to a par with the private power monopoly rates. Such 
a policy could not help but result. in the complete stagnation of an 
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area such as the Pacific Northwest, whose greatest asset is an 
abundance of low-cost hydropower. 

We believe that Government power should be sold at the lowest 
rates possible which would guarantee the Government investment 
plus a reasonable rate of interest. The “yardstick” principle has 
resulted in the lowering of power rates, particularly in those areas 
where cheap Government power is available, and through the encour- 
agement of wide use has resulted in the private companies paying 
larger dividends than ever before in history. 

We are unalterably opposed to section (i), as this one proposal 
would mean the death knell of cheap power to us as individuals and 
its great benefit to the economy of the Nation as a whole. 

We are opposed to recommendation No. 2 for the creation of a Water 
Resources Board. We believe that the proposed board would be a 
political adjunct to the administration in power and could only 
result in injecting more politics into an area which needs less politics 
and more action. In addition, it would be a superfluous addition to 
an already top-heavy structure. 

Recommendation No. 3 provides that the staff conducting certain 
of the functions of the Bureau of the Budget be strengthened by such 
professional staff as will enable it to fully perform the functions of 
evaluations of the merits of water development projects presented 
to it for appropriations. We believe that a technical staff for the 
Bureau of the Budget is an unnecessary added expense to Govern- 
ment operations. We believe that all necessary technical and financial 
information is now available to the Bureau of the Budget from exist- 
ing planning agencies, and in the event an overall agency were set 
up, such information would be available from them. In addition, 
we believe that the decisions of the Bureau of the Budget are largely 
determined by political considerations, as has recently been shown 
by the Dixon- Yates fiasco. 

While this testimony has covered but a small portion of the recom- 
mendations advanced by the Hoover Commission, we believe that they 
have covered enough ground to justify our position that these recom- 
mendations are based on a preconceived determination to scuttle the 
whole water resource development that has contributed so much to the 
national welfare during the last half century. We further believe 
that it is a deliberate attempt on the part of this partisan commission 
to turn over to private monopoly the vast wealth inherent in our water 
resources, which are second only to our land resources. 

Mr. Jones. Thank you very much. Any questions? 

Mrs. Grirritus. I donot have any. 

Mr. Lrescomp. In your statement you state you are against recom- 
mendation No.2. Isthat right, sir? 

Mr. Howe. We are opposed to recommendation No. 2 for the crea- 
tion of a Water Resources Board. Yes, sir. 

Mr. Liescoms. How do you tie that in with the statement on the 
second page that you believe “that a Government agency should be 
set up which would handle flood control, inland navigation, power, 
recreation and reclamation” ? 

Mr. Hower. We do not believe that the proposed Hoover proposal 
is anything in addition to what we agree in there. We would not op- 
pose a single board that was actually in control. If I interpret the 


Rien. 






















































id 
er 


ly 
cs 
to 


in 
ch 


ed 
he 


ial 
st- 
set 
on, 
aly 
wh 


m- 
ley 
ym. - 
the 
the 
eve 
ion 
iter 


om- 
rea- 

the 
| be 
wer, 
osal 


the 


a aes 


ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 2277 


Hoover Commission recommendation right it is just another board 
In a series, Which we believe to be superfluous. 

Mr. Lirscoms. What does your recommendation mean ? 

Mr. Howe. My recommendation means that the water functions of 
the Government be concentrated in one agency or bureau instead of 
the Army Engineers and the Bureau of Reclamation and the Soil 
Conservation Service, and so forth. That that could be consolidated 
into one bureau, but not a board such as the Hoover Commission reec- 
ommendation advocates as I understand it. 

Mrs. Grirrirus. May I interrupt? Then your fear is that recom- 
mendation No. 2 of the Hoover Commission report would just add an 
additional board without wiping out the others. Is that it? 

Mr. Howe. That is right; and that it would be politically dominated. 

Mr. Lirscoms. Would you want another board to take over the 
Department of Agriculture functions in your area ? 

Mr. Howe. Another board ¢ 

Mr. Lipscoms. I mean this board you are proposing. Let us call 
it the National Resources Board, or Department. 

Mr. Howe. I think a board of that kind could very well take over 
the water resource part of the Department of Agriculture. 

Mr. Lipscoms. You also oppose recommendation No. 6, which 
turned over or suggests turning over to the Corps of Engineers the 
construction of the small dams. 

Mr. Howe. That is right. 

Mr. Lirscoms. Would you put that in this department you would 
like to create? 

Mr. Howe. I think if you will refer to my statement you will see 
that we believe that all of the functions of the Army Engineers, with 
the exception of military installations and harbors should be turned 
over to the Water or Resources Board. 

Mr. Larscoms. Right at the end of your statement you talked about 
the Hoover Commission as being a partisan commission. 

Mr. Howe. By that I do not mean partisan politically, but I mean 
a partisan viewpoint—being stacked with practically no representa- 
tion of public power people upon it. 

Mr. Lirscoms. That is your opinion of the task force? 

Mr. Howe. That is my opinion of the task force. 

Mr. Lirscoms. Do you have the same opinion of the Hoover 
Commission ? 

Mr. Howe. Yes, I do. 

Mr. Lirscoms. Going into the Commission, you know that Repre- 
sentative Holifield filed his dissent ? 

Mr. Howe. That is right. He filed a minority report which I think 
was very good. 

Mr. Lipscoms. And then Herbert Brownell and Mr. Flemming filed 
a minority report. 

Mr. Howe. Their minority report in my opinion was largely super- 
ficial and meaningless. 

Mr. Lirscome. And James A. Farley filed a minority report. 

Mr. Howe. I would say the same of his. 

Mr. Lirescoms. And Senator McClellan did not file one. So the 
Commission, as you know it to be, is bipartisan, and the report reflected 
their opinions, according to what they believe. 
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Mr. Howe. I beg your pardon. I think I made myself clear, or 
at least I hope I did, that I did not refer to it as partisan politi- 
cally. I meant partisan in its preconceived ideas for water resource 
development. 

Mr. Liescoms. During these hearings that we have had throughout 
the country I have heard the criticism of the task force many times 
but I do not believe I have ever heard that the Commission itseld 
was partisan in its viewpoint. If they wanted to they could express 
their opinion by their right to dissent, which they did. 

Mr. Hower. That is right. 

Mr. Lipscoms. Besides that, the Commission did not only work on 
water resources and power, but it covered many, many subjects, and 
some of the reports are very favorable. I mean, there is no substantial 
controversy about some of their reports. 

Mr. Hower. That may all be true, Congressman, but the very nature 
of the recommendations they are making, I mean in the majority 
report, reflects the private power interests from top to bottom and 
you cannot, or at least I cannot, justify their thinking. 

Mr. Lirescoms. Because it does not agree with yours; and it may 
not agree with mine, but I do not say that they are partisan. 

Mr. Howe. I still maintain they are partisan, Congressman. 

Mr. Lirscoms. And do you have the same opinion of all the Hoover 
Commission recommendations ? 

Mr. Howe. I am not familiar with all of the Hoover recommenda- 
tions. I think possibly in some other fields they are not; but I 
think in this field they were deliberately made to follow that one 
philosophy. 

Mr. Lirscoms. That is quite a charge to make against such important 
men as are on that Commission. 

Mr. Howe. Congressman, I am not making any charges. I am 
stating my belief. 

Mr. Lirscoms. There are some men on that Commission who have 
done some wonderful things for our country, and to charge them 
with being partisan and not giving them an opportunity to express 
their viewpoints is not the way this study should operate. 

Mr. Howe. I still am of the opinion that the Commission itself, 
insofar as water resources was concerned, had a very definite precon- 
ceived idea of the result that they wanted to arrive at, and they have 
arrived at those results. 

Mrs. Grirrirus. They have expressed their opinion. 

Mr. Howe. That is right. 

Mrs. Grirrirus. And you are expressing yours. 

Mr. Howe. That is right. 

Mr. Jones. Any further questions ? 

Mr. Howe. Is that all? 

Mr. Lirscoms. One further question. You have mentioned the 
term “partnerships.” 

Mr. Howe. Yes, sir. 

Mr. Lirscoms. You realize power partnerships in our Nation have 
been in existence for a long time, the first one being in 1908? 

Mr. Howe. The partnership I am referring to, Congressman, is per- 
haps a term used in this area more than others. ‘The partnership I am 
referring to is the proposed partnership where the Government 
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finances all of the nonpaying parts of the dams and the private power 
companies finance the paying part and take all of the revenues. It 
is a partnership where Uncle Sam holds the sack and the private power 
companies reap the benefits. That is what has been labeled as partner- 
ship in this area, and which I am referring to as partnership. 

Mr. Lirscomp. Is the present one any different than the ones that 
have been in existence since 1908 through the Federal Power Act? 

Mr. Howe. I am not familiar with the Federal Power Acts from 
1908 on. I think maybe I should draw some distinctions. I think 
probably you will agree with me when I make myself clear. So far 
as I know the installations of the private power companies have 
always been on small streams and they are small installations. ‘They 
do not enter the picture of the main comprehensive plan for the de- 
velopment of the Columbia River Basin. 

Now it is proposed that some of the key dams in this comprehensive 
plan, the power installations and power facilities be turned over to 
private financing and operation and, naturally, the collection of the 
moneys derived from the rates. I do not think we have anything 
comparable in the past. At least if we have I am not familiar with 
it. We have nothing comparable to the partnership as it is being 
proposed at this time. 

Mr. Lirscoms. Did you ever hear of the Victory project in Cali- 
fornia in the San Joaquin Valley ? 

Mr. Howe. No, I do not believe I have. 

Mr. Lipscoms. It is a power partnership in the Central Valley and 
amajordam. Thank you, sir. 

Mr. Howe. Mr. Chairman, I would like to add one thing. That is 
that the people who are opposed to the Hoover report have made no 
effort whatsoever to secure letters and telegrams from everyone in the 
area who is opposed to it. We believe that the results of the last 
general election in this area where our own Gracie Pfost was elected 
by a substantial majority and was elected on a platform absolutely 
contrary to the proposed Hoover report, speaks for itself. 

Thank you. 

Mr. Jones. Thank you, Mr. Howe. Mr. Dean Arnold. We are 
glad to have you today, Mr. Arnold. 


STATEMENT OF S. DEAN ARNOLD, ATTORNEY, CLARKSTON, WASH. 


Mr. Arnotp. Thank you, Mr. Chairman and members of the Com- 
mittee. I was delighted when you introduced this subject under a 
nonpartisan issue because that is one of the elements I want to go 
into in this report a little later. I cannot help but wonder at Mrs. 
Pfost’s statement about the horse and buggy days—that the Hoover 
Commission report smacked of horse and buggy operations. As fur- 
ther proof that this is a nonpartisan issue I would like to remind the 
committee of the fact, which we already know, that whether Hoover 
was the buggy or the horse, he was taken out of the pasture or barn 
and hitched up and put into operation by Truman. I think that 
should prove something to somebody, and I am going to demonstrate 
before I am through that among the people I have talked to this is 
not a partisan issue except as it 1s attempted to be made so by a few 
top-rung politicians and office seekers in each party. I do not dis- 
tinguish. The rank and file do not consider this item a partisan issue 
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a ™ They may have their beliefs but they do not follow the party 
es. 

I do not purport to relate to this committee or take up your time 
with my opinion only. I have stated in my prepared statement, and 
I reaffirm now I am attempting to relate only what I believe are the 
beliefs of a majority of the people I have contacted. I am not refer- 
ring to a selected group but dozens I come in contact with in my pro- 
fessional as well as nonprofessional business. I have lived in this 
area and practiced in parts of Washington since 1934. 

It has already been demonstrated here this afternoon that a lot of 
people do not know a lot of things about the details of the Hoover 
Commission report. I am going to touch only very briefly on some 
of them. I have grouped some of them for discussion, particularly 
Recommendations 1, 2 and 14, which have to do with Congress estab- 
lishing a water policy, and the formation of a Water Resources Board, 
and representation on those boards. I do not believe I have heard 
those topics discussed in my community under those exact headings 
but I can truthfully say to this committee that the people I have talked 
to favor some kind of a unified policy of control so that we do not 
have a quarrel between the Army Engineers and the Department of 
the Interior or the Soil Conservation Service, or have wheels within 
wheels, and that there should be some overall policy formed and some 
overall informative body with adequate representation by States af- 
fected—and I think maybe that means all States, because I think all 
States are affected directly or indirectly and there should be some 
unification. Yet, as I say, I have not heard them spoken of as exact 
titles under the Hoover Commission report. 

The same is true of Recommendations 3, 5 and 12, which have to do 
with the Bureau of the Budget and certain accounting problems, and 
the Government Corporation Control Act. I do not believe I have 
talked to anybody that even knows what the Government Corporation 
Control Act is. In fact, I am a lawyer and I do not know myself, 
so I am not going to pretend to discuss it. I happen to have no opinion 
on it and the people I purport to talk for this afternoon have no 
opinion on it. ; 

As to Recommendation No. 4, having to do with acreage limitations, 
and the recommendation that it be made subject to local adjustment, 
it has no apparent application here in this immediate vicinity and 
accordingly has not been discussed. We do know there are small irri- 
gated tracts where the quality of the land is an element in the pro- 
ductivity, and water is not the sole factor. 

It could very well be there should be some modification in certain 
localities either up or down on the 160-acre limitation. I am not pre- 
pared to say—because we do not have the problem here and do not 
know much about it—that I am for or against it, for that reason, but 
it sounds reasonable. 

Recommendation 6 and 7: They have to do with the recommenda- 
tion that flood control dams be transferred from the Soil Conservation 
Service to the Army Engineers, and that the Army Engineers be 
instructed to eliminate obsolete and unsound projects. 

On that point I do not know as there has been any local discussion 
or that I have heard any, but I can reflect this general opinion. The 
local area is very conscious of the Soil Conservation Service. It has 
done tremendous things for them in the application of agricultural 
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and erosion principles to the soil. I know that the public generally 
is satisfied with the Soil Conservation Service. But the Soil Con- 
servation Service has no dam in this immediate area, so the particular 
problem involved in the Hoover report has not arisen. 

On the other hand, the Army Engineers have been active on the 
Columbia and Snake Rivers for many years, and everything they have 
done has been an improvement. There has never been any complaint 
I know of, or any accusation that they have done the wrong thing or 
wasted any money. Without saying anything that could be construed 
or intended to be construed as derogatory to the Soil Conservation 
Service, I think that the public in this area has sufficient confidence in 
the Army Engineers that if this recommendation were followed, that 
they would be satisfied. 

Mr. Jonrs. Are you familiar with Public Law 566 of the 81st 
Congress, the so-called Hope-Aiken Bill? 

Mr. Arnotp. No, sir. 

Mr. Jongs. That places a limitation on the size of soil conservation 
projects at 5,000 acre feet, and that seems to be the bone of contention 
in the recommendation you are discussing. 

Mr. Arnowp. I am very glad I said it was no issue here and no 
discussion has been had. I just saw nothing unfavorable about it, 
but I do not know anything for it. I do not intend to discuss with 
you anything I have not heard discussed locally. I might add I am 
going to express some opinions here, and I do not need to label them, 
that are not necessarily my own, and just a little bit contrary to my 
own ideas, but I am attempting to reflect general opinion, and not my 
own. 

Mrs. Grirritus. May I ask, are you the paid representative of some 
group? 

Mr. Arnoxtp. Iam not, and I never have been. 

Mrs. GrirrirHs. You are expressing the opinion then of people you 
have heard it from ? 

Mr. Arnoxp. Yes. 

Mrs. Grirritus. This is not your opinion ? 

Mr. Arnoxp. No. 

Mrs. Grirrirus. But it is not a paid opinion ? 

Mr. Arnoxp. No, it is not. I might add I have never been, in my 
22 years of practice, at any time retained or employed by any of the 
power interests, public or private. 

Now No. 8 has come up for a lot of discussion in this area. That 
is the Commission recommendation that the Interstate Commerce 
Commission be entitled to levy some charge on the use of waterways. 

I think there is considerable mixed feeling in this community on 
that recommendation. This mixed feeling follows the type of occu- 
pation or class of person or group, or use to which they would put 
water. I think if this recommendation is read carefully—and I am 
looking not only at my brief summary of it—but from the original 
records there should not be too much concern or complaint about it. 
Bear in mind it does not call for a charge that is intended to construct 
these inland waterways, or to repay for what has been done, but only 
a reasonable charge for maintenance from now on. 

Of course, the smaller pleasure-craft operators who do not have—I 
do not know whether they are talking about something under 25 feet 
or 50 feet, or a certain draft or tonnage—but at any rate the pleasure- 
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craft operator, of which there are three or four hundred out here in 
the summertime—you do not see them now, but there are three or four 
hundred in this area on the Snake River—all pleasure craft would 
naturally be for it, I presume, because their craft is too small to have 
a toll levied, and at the same time any improvement is for their 
benefit. 

On the other hand, those that have raw materials they would like 
to ship down the river to Portland and other coastal ports for market, 
are naturally inclined to agree that waterways should be improved 
and made available to them as cheaply as possible, which is a human 
reaction. 

I think you would get a division of opinion from this community 
on that point, but you could not, if it was left up to them, take a very 
firm stand one way or another. I can understand some of those who 
might say— 


We will go along with a slight charge, but once the door is open the Interstate 
Commerce, or the Government, or Congress will start enlarging the field until 
it gets to the point where it is harmful. 


But I think there is one thing that the shippers should bear in mind. 
If the current maintenance is maintained by a small charge there is 
always a better likelihood of them having an open and usable water- 
way, which they might not have in the event that the burden of operat- 
ing without a charge becomes so great that the Government restricts 
or limits it. 

I pose that question as something to think of but I do not contend 
that this community would present a very solid front either way on 
that matter. 

No. 9, of course, is basically I think the controversial issue, not 
only in the Hoover Commission report, but in the community and in 
the area generally, because that has been a point of controversy in 
this area before there ever was a Hoover Commission. ‘There is noth- 
ing new brought up by the Hoover Commission, but it is simply a 
matter of whether the Government can raise and produce this power 
without paying taxes and consequently do it cheaper, and we in turn 
through our income tax and other sources reimburse the Government 
for that difference. 

Nothing in this world is free. It costs so much to produce that 
power, whether Government does it or private industry. It is a 
question of whether we pay for it through our taxes, or as we use it. 

It appears to me it would be more equitable if we paid for it as we 
used it rather than through taxes, because there might not be any 
relationship between my using and consumption of electric power and 
the income tax I might pay. One might be out of sight and the other 
might be down, but there is no connection, and if you are going to pay 
for it through taxes you are not paying according to use. 

The State of Washington in which I live—and I noticed Mr. Curtis 
is happy he lives in Idaho and educates his children here—so far I 
have managed to bring mine up too in Washington, but I live in 
Asotin County, which has twice turned down a public utility district 
in Washington by a vote of 70 percent to 30 percent in 1930 and 1940, 
and gain in 1950 by a vote of 81 percent to 19 percent. 

Let us come back and talk about the partisan issue, if you will. 
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Mrs. Grirrirus. May I ask you another question here. This is on 


that point you have made. I notice in your written statement you have 
said— 


Approximately 20 counties overrun by public utility districts are suffering 
tremendous loss in tax revenues, which private utilities would be required to 
pay.” 

That is in the State of Washington ? 

Mr. Arnotp. That isin Washington. 

Mrs. GrirrirHs. Could you name at least 10 of those counties and 
tell me what their total tax collections are ? 

Mr. Arnon. No. I could not tell you the total tax collection. 

Mrs. Grirrirus. Will you supply it for the record? Because you 
have made quite a statement here. 

Mr. Arnotp. If that is an issue I can supply it later. I can get 
those counties and their total taxation as compared to Asotin County. 
I can give you the figures on Asotin County. That is my own county. 
The total taxes in Asotin County for the year 1955 were $380,000. Of 
course, it is not a public utility district county. I do not know whether 
Iam giving an answer to your question. 

Mrs. GrirritHs. What I am asking you to do is to compare the 
figures in a public utility district county and a private utility county. 

Mr. Arnoip. What figures do you want to compare? 

Mrs. Grirrirus. The total tax collections. Because you have said 
that the counties that have public utilities are suffering tax losses 
because of it. 

Mr. Arnotp. That is right. 

Mrs. Grirrirus. I might point out to you that if they are actually 
collecting a larger amount of tax in those counties than they are in 
the counties that have private power that your statement cannot be 
quite correct. 

Mr. Arnoxp. I will supply the proof of it or apologize to the com- 
mittee. I did not dream that up. I have taken it from certain legis- 
lative information which has been used in our State. 

Mrs. Grirrirus. There is lots of propaganda on that. 

Mr. Arnot. The only thing I did not remember is whether it was 
21 or 22 counties, so I said 20. 

Mr. Jones. You can furnish that at your leisure, Mr. Arnold. 

(Mr. Arnold’s submission will be found at the end of his testimony. ) 

Mr. Lirescoms. Let me ask you a question. Maybe you will not 
know the answer because this concerns the situation in the State of 
Washington. Do PUD counties make payments in-lieu of taxes? 

Mr. Arnotp. That is optional with the PUD. Isn’t that right? 
They may pay in-lieu taxes. That is my understanding. 

Mr. Lirscoms. They may ? 

Mr. Arnoup. They may. 

Mr. Liescoms. And you may be talking about counties here which 
have not chosen to pay it? 

Mr. Arnon. I will have to get my source of information. There 
was more detail to it and more information. I will secure it and 
furnish it to the committee in the next week or 10 days. 

Mrs. Grirrirus. At your leisure. 

Mr. Arnorp. Before the first of the year. Is that satisfactory to all? 
Mrs. Grirrirus. Fine. 
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Mr. Arnotp. Now Asotin County in Washington, in which I live, 
across the river, is acknowledged in its ratio to the other counties in 
the State to be of rather low assessed value. We have no industry 
there and no railroads. As a consequence our one principal utility, 
the Washington Water Power Co., is our largest single taxpayer and 
it pays about 4.2 percent of the taxes paid into that county, or about 
$16,000 out of $480,000. 

In that county as I stated we have turned down public utility 
districts, and I think the startling thing about it is, in relation to 
the nonpartisan issue, that since I have lived in Asotin County, 20 
years, the county at election time voted pretty close to 60 percent 
Democratic and 40 percent Republican. There is a little fluctuation 
in individual offices but that is pretty near the average. It was true 
in 1952 and true in the last general election. So how then can anyone 
say this is a partisan issue, in Asotin County, when only 40 percent 
of its people are voting the Republican ticket and 81 percent of them 
are voting against the public utility district? It is not a partisan 
issue, and it is clouding the thing when it is treated as such. 

In Stevens County less than 2 weeks ago the public voted out an 
existing public utility district by a vote of about 70 to 30 percent, 
as represented in the newspapers. 

Mr. Jones. May I interrupt, Mr. Arnold. You are a lawyer 

Mr. Arnoxp. Let me finish, and if you have any questions I will 
try to answer them. I want to illustrate it is not a partisan issue. 
I took the trouble to check in Stevens County the makeup of their 
present county officials. There are three county commissioners and 
a prosecuting attorney who are Democrats. The auditor, clerk, 
treasurer, and assessor, the other four officers currently appointed are 
Republicans. It would indicate there is roughly an even division of 
voting in Stevens County between parties in the last general election. 
That proved this was not a partisan issue because the percentage of 
votes on it is far removed from what is apparently their voting in 
the general election. 

Somebody might say I would not have any reason to complain 
about these local dam issues which are in controversy, and which I 
think are only incidental to the Hoover Commission report and should 
not overshadow the purpose of this hearing today; neither end of 
any of those dams is going to rest in Asotin County. So even if we 
did change the setup around and make it either private or public power 
that pays the bills in taxes, there would not be any great tax benefit 
to my county, and I do not even know which side of the Snake River 
the transmission lines would come down and be subject to taxation. 
But I know if I lived in a county in Idaho or Oregon that had one of 
those dams built up to it, where my small county was expected to 
build and maintain the highways and roads and police the people that 
build the dam, I would be pretty hot under the collar if there was no 
tax revenue pouring in from that. | 

I understand under the present plan there will be unless some 
monkey wrench is thrown into the works. He ee 

Now steam power. Recommendation No. 10 1s not an issue in this 
area and I do not think it has been discussed. Last year in W ashing- 
ton, a year or two ago, there had been some talk about the State going 
into the steam power business and I can say generally the suggestion 
was not very well received. But again I have not talked to anyone 
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locally about it because no one was around either advocating or 


ive ; 

a in threatening to build—depending on which word you want to use—a 

try steam-power plant in Asotin or Nez Perce Counties. 
Recommendation No. 11 that the private utilities be allowed to pur- 


of chase a fair share of public power. There is some mixed feelings on 
ont j that too. My only answer to that question is that if Recommendation 

No. 9 of the Hoover Commission be accepted so that the public power 
pays taxes equivalent to what the private power would pay, the rate 


lity : will be the same, or substantially so, so that the difference as to who 
20 ; the power is sold to should not be an issue. _ 
ont { In other words, the preference clause to my mind—and I do not want 
in i to get into a long controversy like you had with the prior witness 
aia } over it—if the Government will manufacture power for any reason 
one i at a cheaper rate than private power can manufacture it, then it should 
ent ; not be sold to private power. I will agree to that, because they should 
sek ‘ not be allowed to make a profit at Government expense. 
adi But, if No. 9 is followed and the Government raises its rates to 
; compensate for taxes, then assuming they have equal ability to oper- 
nal ate their business—which I doubt they do—but assuming that they 
dant did, the rates should be the same so that nobody would be making a 
? i profit at Government expense, and then you would sell the power 
where and when it was needed, whether it was a public or private 
vill utility. sine 
sah | In other words, the need for the preference clause, in my opinion 
wre ; would be gone. t 
ner _ So that Recommendation No. 11 isa good recommendation depend- 
inl Ing on No. 9, and in my opinion No. 11 is not a good recommendation 
Hm unless No. 9 is followed. 
: of I have previously covered 12. 
ats) On Recommendation No. 13 that public power corporations when 


hot they are authorized to do so by Congress should issue their own se- 
: curities, I do not know whether we should go into any major upset 












ot in the functions in order to settle merely a long-debated problem or 
ain not, but I think if the Government were relieved of millions and mil- 
* lions of dollars of underwriting and financing these projects there 
uld surely should be no objections. Lae 
of Government corporations generally—and I have in mind the Home 
we Owners Loan Corp. and some others that have been formed—have had 
hom to have Government support to make their securities worthwhile in 
efit the past. I do not know whether it will be true if this recommenda- 
wee tion is followed or not, but one thing I am sure of. That if the public 
ion. power corporations issued their own securties and sold them on the 
of market, and private power issued its own securities, as it does, and 
to sold them on the market—and both under proper State and Federal 
hat control as securities must be controlled—we would answer the ulti- 
no mate question as to who is eflicient in business, because the sale of 
| those securities and their stability and the interest rate at which they 
yme could be sold, and the premiums if any that they might command, or 
the discounts they would offer, would be reflected in the public’s buy- 
his 3 ing. I do not think any harm would be done by such a provision for 
ng- either reason. 
ing 4 The Hoover Commission report says nothing about the second point 
ion I mentioned, about the marketing of them side by side to test their sta- 
one 70818—56—pt. 12 4 
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bility and saleability. I am outside the Hoover Commission report. 
I say it would answer the question that has long been argued and 
evaded as to who is the most efficient in operation—the Government or 
private business. 

Recommendation No. 15 is to my mind a contingent thing. In dis- 
cussing it we are discussing it practically before the problem arises. 
Now the Congressman from California says they have a partnership 
operation down there with which the prior witness was not familiar, 
and with which I am not familiar, but I am like Mr. Howe. Our lo- 
cal understanding here of partnership—my definition may not be quite 
as extreme as his—but our local idea of partnership is that the Gov- 
ernment at least carries the bulk of the cost and private power goes 
along and gets the power benefit while the Government’s contribution 
is supposedly designed for such things as flood control, navigation, 
and irrigation. However, my understanding of it differs from his in 
this respect. 

It is my understanding that if there is a partnership dam con- 
structed, private power must pay in the cost of it and issue securities 
and raise money for the allocated portion of that dam going to power, 
and the Government will carry all of the rest. Surely I would agree 
if the Government has any interest in it they should control it, and 
that is what this recommendation is. If it is worked out in partner- 
ship they contribute according to the benefits in private power that 
are received, but if the Government has any interest in it at all they 
retain control of the dam. 

On the other hand it continues and says that if private power is not 
interested then the Government can put in its hydroelectric installa- 
tion provided it has prior contracts for its use. In this day of increas- 
ing need for electric power I think the last provision would be self- 
executing. I think the Government or private power could put any 
new power under obligation, but I can see if we ever reach the situa- 
tion where we have as much power as we need at the present and in the 
immediate future, perhaps the Government should not go ahead and 
build additional power projects against a market that has not yet 
shown it is necessary. 

In concluding, of course there are several of these on which I have 
made nothing but very casual comment, but I think I can safely speak 
for the people with whom I have talked and from the observations 
I have made and the contacts I have had over the past many years, 
and say as a general proposition these people think there is more good 
than evil generally speaking in the Hoover Commission recommenda- 
tions. Whether they would isolate any one and tear it out, and go 
along and disregard another I am not too sure of. There are some of 
which they would be considerable controversy. I do not stand or sit 
before you and say we should sweep the Hoover Commission report 
in on water resources and power any more than it has been probably 
swept in on some of the other subjects it covered, but I do feel it is a 
step in the right direction. And if it must be involved in the present 
controversy over who is going to build dams up at Hells Canyon, I 
think I can safely say most people in our community are interested 
in seeing them built. They are not too much concerned with who does 
it just so somebody gets on the ball and gets something done there. 

At the last meeting of the Hells Canyon Association about a week 
or 10 days ago, according to the local press, it was attended by about 
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a dozen members, which will show you the public is generally satisfied 
that something is being done up there and somebody should build 


dams and serve some power up here. 
Mr. Jones. Thank you very much. Do you want to put in the 


names of the others ? 
Mr. Arnotp. They are attached to my statement. 


Mr. Jones. Without objection the memorandum and the names of 
the pope on the petition will be made a part of the record. 
(The documents are as follows:) 


SPecIAL COMMITTEE ON WATER RESOURCES AND POWER, HOUSE COMMITTEE ON 
GOVERNMENT OPERATIONS 


The undersigned has resided and practiced law in Clarkson, Wash., since 1934 
and has been city attorney (nonpartisan) since 1939. Testimony presented 
below is based upon impressions gained in the local community from public 
contact both professional and nonprofessional and from general observations. 
The opinions stated relative to the Hoover Commission recommendations on 
water resources and power are believed to be general opinions except where 


otherwise stated. 
RECOM MENDATIONS 1, 2, AND 14 


Recommendations 1, 2, and 14 deal with national water policy, Water Re- 
sources Board, and representation on such boards. These are high-level matters 
not discussed by the average citizen under those specific titles; however, public 
opinion does favor an overall uniform policy hoping that it will hasten the 
orderly completion of necessary water and power development without the delay 
and bickering evidenced in the current planning and construction. It goes with- 
out saying that the States affected should have representation on the Board. 


RECOMMENDATIONS 3, 5, AND 12 


Recommendations 3, 5, and 12 having to do with the Bureau of the Budget, 
accounting problems, and the Government Corporation Control Act are highly 
technical matters in their own field and are likewise seldom discussed by lay- 
men. These subjects belong exclusively in the field of the experts. 


RECOMMENDATION 4 


Recommendation 4 having to do with acreage limitations has no application 
locally and accordingly has not been discussed. It would seem, however, that 
any acreage limitation should be subject to local modifications as water alone 
does not control productivity of the land. 


RECOMMENDATIONS 6 AND 7 


With reference to recommendations 6 and 7 having to do with transfer of 
flood control dams from Soil Conservation Service to the Army engineers has 
not been too widely discussed. Soil Conservation Service has no flood control 
dam in this area and, on the contrary, the Army engineers have been very active 
on the Columbia and Snake Rivers for many years and enjoy the confidence of 
the public. The Soil Conservation Service, on the other hand, has rendered 
a tremendous benefit to this area by its practices applied directly to the farm. I 
am sure that the local public would have no objections and would be inclined to 
favor any enlargement of the duties of the Army engineers in this locality. 
The local public would also be inclined to accept the judgment of the Army 
engineers in eliminating obsolete and unsound projects. 


RECOMMENDATION 8 


Commission recommendation 8 relating to levying of the charge upon the use 
of inland waterways, with rates to be established by the Interstate Commerce 
Commission, would be regarded with mixed feelings in this community. Those 
who produce raw materials eventually to be shipped by water would be inclined 
to disfavor the recommendation. On the other hand, pleasure craft of a size 
below the rate charged would welcome any increased improvement. It is my con- 
sidered opinion, however, that since the proposed rate is supposed to be only 
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wise might never be procured. 
RECOMMENDATION 9 


Recommendation 9 relative to the fixing of rates on Government-produced 
power by the FPC so as to bring about uniformity, to compensate for Federal 
taxes and State and local taxes, is probably the most widely discussed of all the 
recommendations. In fact, the subject matter has been a bone of contention 
and discussion since prior to the creation of the Hoover Commission. The di- 
vergence of opinion is rooted in the fact that Federal-produced power can sell at 
a cheaper rate only because it is practicaly tax exempt. There was a time here- 
tofore when the public was led to believe it had no alternative but to accept 
public power generated at public expense and pay for it by taxes rather than 
by the unit of use. Apparently an alternative now does exist, since private 
power is not now being legislated out of existence, but on the contrary, is re- 
ceiving governmental recognition and perhaps encouragement. 

The State of Washington as a whole and some of its individual counties present 
the best possible illustrations. Approximately 20 counties overrun by public 
utility districts are suffering tremendous loss in tax revenues, which private 
utilities would be required to pay. Asotin County is a more specific example. 
The Washington Water Power Co., a private utility, is its largest single taxpayer 
paying 4.2 percent of all taxes levied in the county for 1955. In a low value 
county this is a substantial item which it cannot afford to lose. The people of 
Asotin County apparently recognize that danger because in 1940 the voters re- 
jected a public utility district by a vote of 2,231 to 938, or 70 percent to 30 per- 
cent. In 1950 the same county rejected PUD by a vote of 2,362 to 552, or 81 
percent to 19 percent. 

Those who contend the power issue is a partisan thing should take notice of 
the fact that the above votes did not follow party lines. Approximately 60 per- 
cent of Asotin County people have voted the Democratic Party line for the last 
20 years and at the present time Democrats control all partisan elective offices in 
the county. Parenthetically, I might add that Stevens Countey voted out an 
existing public utility district 2 weeks ago notwithstanding the fact that half 
of its county officials including all of its county commissioners and its county 
attorney were elected on Democratic ticket. A few top-level public officials 
and party leaders are the only ones trying to make political capital of the power 
issue. The average man on the street does not connect them. 

This recommendation will put public and private power on an equal footing so 
that the consumer will pay according to the volume of power he uses as he buys 
the service and not pay its cost indirectly by way of income taxes regardless of 
the quantity of use. 

RECOMMENDATION 10 


Government construction of steam powerplants has not yet become an issue in 
this area; however, the TVA plan should be a warning to all people in the Pacific 
Northwest of the extent to which public power will go under the guise of river 
development to monopolize all power. People who will vote against public 
monopoly of river power will certainly be vigorously opposed to this Government 
steam power. The need for supplementary steam power can be obviated by the 
use of interconnecting grids such as the Northwest power pool, which has oper- 
ated satisfactorily and kept all sections of the Northwest supplied with necessary 
power in low production seasons. 


RECOMMENDATION 11 


Recommendation 11 suggests that private utilities be allowed to purchase a 
fair share of public power. The only objection to this has been that private 
utilities should not be permitted to make a profit on Government-produced power. 
If recommendation 9 be followed, the rate would be the same to both public and 
private power and the objection eliminated. The recommendation that duplicate 
transmission lines be eliminated needs no argument. 


sufficient to maintain and operate the waterways, that the commercial shippers 
would not and could not raise any serious objection, particularly when the nomi- 
nal charge might make available a practical and usable waterway which other- 
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RECOMMENDATION 13 


Recommendation 13 advises that public power corporations should issue their 
own securities. This recommendation is sound for two reasons: (1) It would 
relieve the Government of the burden of handling finances and the obligation of 
underwriting the project; and (2) the sale of such securities on the market, as 
private power companies securities are sold, would bring into direct focus in 
the public eye the relative values of the securities and relative efficiencies of 
Government business and private business. The true test of public confidence 
and’ the desire of the public could then be accurately measured by the type of 
security in which the public invests its money. 


RECOMMENDATION 15 


Recommendation 15 relates to multipurpose dams under the ’’partnership” 
theory. This recommendation is obviously sound. If it is a partnership plan, 
the Government retains control of the dam and the utility pays for and controls 
its own power production. The second part of the recommendation would pre- 
vent the Government on its own initiative from constructing a power-producing 
unit unless it had prearranged the sale of power. This required prearrangement 
would prevent the production of surplus, and particularly at Government ex- 
pense. Local people having manifested an interest in private power develop- 
ment would certainly support this recommendation, and public power interests 
should likewise support retention of Government control of any multipurpose 
dam. 

In conclusion, it is submitted that the majority of the people in the area are 
inelined to favor rather than oppose the general overall recommendations of the 
Hoover Committee insofar as the details thereof are known and have been 


dliscussed. 
S. DEAN ARNOLD. 


We, the undersigned residents in the vicinity of Lewiston, Idaho, and Clarkston, 
Wash., favor the general principles outlined in the Hoover Commission Report 
on Water Resources and Power, and concur in the attached summary of the tes- 
timony of S. Dean Arnold, Clarkston, Wash. 


(The signatures of the above-mentioned residents numbering 133, 
are in the files of the subcommittee. ) 

Mr. Jones. Thank you very much. 

Mr. Arnotp. Thank you very much for your courtesy and attention. 

Mr. Jonzs. Are there any questions? 

Mrs. Grirrirus. I would like to ask a question. In regard to recom- 
mendation No. 11 you suggested that the private utilities should not 
make a profit on Government-generated power. 

Mr. Arnoxp. That is right. 

Mrs. Grirrirus. Do you think they want it at all if they are not 
going to make a profit off of it? 

Mr. Arnotp. Perhaps I should get a little more specific there. There 
is a profit involved in their distribution. I am thinking of taking it 
over where they distribute. In other words, I do not think if it is going 
to cost Oregon, or Pacific Power & Light $1 to produce so much juice 
and they turn around and sell it for $1.20, that they should be permitted 
to buy it from the Government for 80 cents or 60 cents. You see what 
Imean? There isa markup. But I do not mean they should be able 
to buy it from the Government cheaper than they could produce it 
themselves. Does that clarify it? 

Mrs. Grirrirus. No; it does not. You do not feel they should be 
permitted to buy it from the Government cheaper than they —— 

Mr. Arnotp. Than they could produce it themselves. 
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Mrs. Grirrirus. What does that have to do with the profit. You 
just said you were not for permitting them to make a profit on Govern- 
ment-created power. 

Mr. Arnotp. That is right. 

Mrs. Grirrrrus. And I ask you the question, If they are not going 
to make a profit on it do you think they will be willing to wheel it at 
all? 

Mr. Arnotp. Either I cannot make myself clear or you do not want 
to understand me. I donot know which. Let us put it this way. 

Mrs. Grirrirus. Just a moment. Let me assure you that I am here 
to try to understand you. 

Mr. Arnoxp. All right. There is going to be profit made in the 
power business by private power or they are not going to operate. 

Mrs. Grirrirus. That is what I believe, and I think that is fair. 

Mr. Arnotp. Maybe I am not conversant enough with kilowatts and 
the like, but let me take as an example a merchant who buys a pair of 
shoes for wholesale for $8 and sells them to me for $14. I hope there 
is no merchant in the house that thinks I am charging him with an 
excessive markup. I do not believe the merchant should be permitted 
to buy that pair of shoes from the Government for $6 and still sell it 
for $14. 

There is a natural profit in the power company’s own operation, be- 
sides the actual production of power. There is a cost to that power 
and I do not think that they should—if they can buy it from the Gov- 
ernment cheaper than they can manufacture it themselves—that they 
should make more profit by reason of that. 

Mrs. GrirrirHs. You would like to withdraw your statement that 
you do not think they should make a profit on the power? 

Mr. Arnon. My interpretation of my own statement is as I have 
outlined it. You may read it differently, but I would like to explain it. 

Mrs. Grirrirus. You feel they should make a profit on all power 
sales ¢ 

Mr. Arnorp. On all sales; certainly. 

Mrs. Grirrirus. That they produce? 

Mr. Arnotp. As regulated by the commissions. 

Mrs. Grirrirus. Therefore you are in full accord that they should 
make a profit on Government-generated power ? 

Mr. Arnotp. No. You cannot read that into it, my friend, and I 
will not permit you to read that into it. 

Mr. Jones. Just a minute. The Chair will entertain reasonable 
statements, but there is no occasion for you to express statements 
like that, 

Mr. Arnoup. I am sorry. I have given you an illustration. I 
explained it as a perfectly sensible suggestion that they should not 
make any more profit by reason of—in other words, my interpretation 
of making a profit on Government power is they are buying it cheaper 
than they can produce it themselves, but still selling it to me, the 
public, at the same price. I am speaking of the profit only in the 
difference in the cost of production, which would be the wholesale 
cost. My own prepared statement is, to my mind, on that interpreta- 
tion. So I haven’t anything to withdraw. I hope it is not misread 
too widely. 
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Mrs. Grirrirus. Now I would like to ask you a question on this 
partnership plan. You agree, you said, practically with the previous 
speaker that it is a situation—and I believe you said though you did 
not take quite the view—that it was a situation where the Govern- 
ment built the dam and they paid for the dam, and the private power 
company was permitted to use the power and to pay back a reasonable 
cost on that use. Is that right? 

Mr. Arnoitp. No. My interpretation of the partnership proposition 
would be illustrated this way: If we spent $100 million for a dam 
where 40 percent of the benefits of that dam are going to be for recla- 
mation and flood control and irrigation, and 60 percent of the benefits 
for a private power installation that goes along with it, then private 
power has to pay 60 percent of the cost. 

That is my understanding. Mr. Howe, I think, had his own defi- 
nition of partnership, and perhaps maybe we all differ. I think we 
honestly differ in this sense: That what we think is fair in a working 
agreement between two people or agencies for a good partnership, some 
of us might have a little different idea of what is fair. 

His definition was very extreme that power paid nothing and reaped 
all of the benefits. That is not my understanding of partnership. If 
his definition were correct then I think his conclusion is correct, but 
I do not think that is what a partnership program is. 

Mrs. Grirriras. I am glad to have your definition. I would like to 
point out that my own observation of the situation would be that 
actually there is no power unless there is a dam built. 

Mr. Arnorp. That is probably true. 

Mrs. Grirrirus. So that really it is a phantasy to create an alloca- 
tion that the total expense would have to be borne by the power, or 
the total expense would have to be borne by the other uses. We go 
through a phantasy when we make such an allocation because the 
power company benefits completely from the total building of the 
dam. 

That is just my observation. 

Mr. Arnowp. It is a good observation and leads me to one I did 
not mention in my written report I would like to comment on now. 

Every dam I think will have some benefits downstream from it. 
That is, as far as power is concerned. It is bound to as far as storage 
is concerned, and particularly where storage facilities have a bene- 
fit. It is my opinion if a storage dam is built in the upper reaches 
of one of these rivers that it could very well be paid for by the 
power dams below it in direct relationship to their power outputs, 
whether they are public or private, and it would be a fair deal. 
Because a storage dam upriver from the power dams is a thing 
that is going to keep them flowing in off seasons. 

Mrs. Grirrirus. I would like to say that is all I have to ask you, 
but I would also like to say that I came out here to learn some- 
thing. I did not come to impose my opinions on you. In fact, my 
constituency will never be the recipient of any of these things. I 
came to learn something and I am sure I did not come to try to palm 
my opinions off on you. I am very sorry that you have that feeling. 

Mr. Arnowp. I understand what we think and what we put in 
cold words is not necessarily interpreted the same, and I tried to make 
clear what I meant by my own language. Thank you. 





Mrs. Grirrirus. It is perfectly all right. 
Mr. Arnotp. Thank you, Mr. Chairman. 















































Hon. RosBert E. JONEs, 


Public utility district 


Clallam County public utility district No. 1__-- 
Cowlitz County public utility distriet No. 1-_._- 
Douglas County public utility district No. 1__.._- 
Franklin County public utility district No. 1__-- 
Grant County public utility district No. 2....._-. 
Klickitat County public utility distriet No. 1__.- 
Lewis County public utility district No. 1___- 
Mason County public utility district No. 3.._._._- 
Skamania County public utility district No. 1-- 
Stevens County public utility district No. 1 


paid by a PUD for the same operation: 


(The following material was submitted for the record :) 


1954 public 
utility dis- 
trict excise 


Chairman, Special Subcommittee on Water Resources and Power, 
Senate Office Building, Washington, D. C. 


HONORABLE Sir: At your committee hearing in Lewiston, Idaho, December 2, 
1955, the undersigned witness was challenged by a member of your committee 
concerning the correctness of his testimony and to submit proof in support 
thereof; or, to withdraw or qualify the witness’ statement that counties were 
suffering loss of tax income by reason of public utility districts. 

The witness was requested to produce the data from at least 10 counties and 
compare the same to Asotin County wherein the witness resides. 

I submit the following table of information from counties in the State 
of Washington, showing in the first column the 1954 public utility district 
excise (privilege) tax and in the second column the estimate of the property 
tax that would be paid under private ownership. 
piled from information obtained from the Washington State Tax Commis- 
sion, Washington State Board of Equalization, Office of the State Auditor, 
and the annual survey of public utility districts in the State of Washington as 
of March 31, 1954, by John Nuveen & Co., to wit: 


(privilege) 


tax 


$9, 
57, 
16, 
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CLARKSTON, WASH., 
December 12, 1955. 


These figures are com- 


1955 esti- 


mated prop- 


erty tax 
under pri- 


vate owner- 


ship 


$29, 400 
114, 500 
35, 900 
47, 700 
94, 200 
43, 300 
57, 800 
18, 700 
10, 600 
23, 300 


The above table demonstrates that in every county above listed, private utili- 
ties would be paying at least twice as much tax as the public utility without 
considering the additional factor that public utility would not share in excess 
levies voted for school districts which occurs frequently in this State. 

A more detailed analysis of the Asotin County situation where PUD has been 
twice rejected is shown below. The table shows in the first column tax paid by 
the private utilities over the past 5 years and the tax which would have been 
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the total taxes in Asotin County for the year 1955. 


$19, 424. 93 | 
22) 265 
27’ 092. 
26, 847 
29, 056 


. 22 | 
73 | 
65 | 


ia T ai 
| Private util- | PUD would 
ities pay— 

| 


pay— 


$6, 031. 93 
6, 607. 26 
7, 006. 38 
7, 712, 69 
8, 527.06 


I might add that, in procuring the foregoing information, I noted I had erred 
in the previous testimony in saying that the priavte utilities paid 4 percent of 
the total taxes in Asotin County. In fact the private utilities paid 7 percent of 
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I trust the above information will put at rest any suggestions that the witness 
gave testimony which could not be supported by fact or that the witness should 
withdraw or modify any part of his testimony. 
Very truly yours, 

S. DEAN ARNOLD. 


(Subsequently the following letters pertaining to Mr. Arnold’s let- 
ter were received by the subcommittee :) 


WASHINGTON PUBLIC UTILITY DisTRICTs’ ASSOCIATION, 
Seattle 1, Wash., February 8, 1956. 
Hon. Rosert BE. JONEs, 
Chairman, Special Subcommittee on Water Resources and Power of the 
Committee on Government Operations, 
Washington 25, D. C. 

Dear Sir: A letter from S. Dean Arnold of Clarkston, Wash., addressed to 
you and purporting to show tax deficiencies as the result of public utility district 
operation has come to my attention; and since I also appeared before your com- 
mittee, would appreciate the opportunity to refute his charges. 

Mr. Arnold’s letter reminds me of the old saying: Figures can lie, and liars can 
figure. All he has done is to cite some official agencies from which information 
is obtainable, and then create figures of unknown computation to try and justify 
his position before the committee. 

My preliminary survey of his figures, coupled with a little commonsense, and 
some definitely known facts, would indicate that his computations as to the esti- 
mated property taxes which would have been paid under private ownership are 
absolutely false. For example, the Franklin County Public Utility District, which 
commenced operations (first full year) in 1948, paid $8,750 of in lieu of property 
tax for that year. The year previous, the private power company, operating the 
same system taken over by the public utility district, paid a little less or just 
over $8,000 of property taxes. Now, in 1948, the net utility plant of the public 
utility district amounted to $1.6 million, while in 1954 this net utility plant had 
increased to $3.2 million or about double. 

As shown in Mr. Arnold’s letter, Franklin County publie utility district’s 
privilege tax, in lieu of the property tax, for 1954 had just about doubled, which 
would indicate that public utility district taxes are keeping pace with plant or 
property value increases. Yet over in the right-hand column he has computed an 
amount of $47,700 which he claims would be paid under private power operation. 
This would be about six times the taxes paid on the last year (1947) of private 
power operation in that county. It certainly is unrealistic to even imagine that 
private power taxes would increase six times while plant value only doubles. 

Mr. Arnold has also erred in reporting only a $2,283 tax payment for Mason 
County public utility district No. 3. Actually, that district paid $17,164. And if 
you examine the Mason County case, you find that the predecessor West Coast 
Power Co. paid $1,400 in taxes during its last year of operation prior to public 
utility district takeover at a price of $275,000, while the Puget Sound Power & 
Light Co. paid $1,257.30 on property for which the district paid $200,000. This 
was a total tax of $2,657.30 on property worth $475,000. At the end of 1954, the 
value of the Mason County public utility district plant, less accrued deprecia- 
tion, stood at $1,726,865, or 3.6 times the value of the property acquired from 
the two companies. A proportionate increase in taxes would result in a figure 
of 3.6 $2,657.30, or $9,566.28. But as we state, actual payments by a gross 
revenue tax made by the public utility district amounted to $17,164. We don’t 
know where Mr. Arnold got his $18,700 as the tax which he says would be paid 
under private power, but we know his public utility district tax figure is false. 

The computations for the other counties shown by Mr. Arnold and arrived at 
through some unknown method appear just as ridiculous, and we won't dignify 
them by consideration. 

Mr. Arnold’s letter is being distributed by the Northwest Associated Business- 
men, Inc. You should be aware that this is merely a front organization of the 
Washington Water Power Co., and Mr. James Channing, who titles himself ex- 
ecutive director for the group, is noted in northwest power circles for his leg- 

work in behalf of that private power company. 

Mav we say in conclusion that comparisons are very difficult to make between 
private power local property taxes and the public utility districts’ gross revenue 
in lieu of property tax. It is similar to comparing the prices of apples with the 
prices of oranges. You will find instances where either type tax can be shown 
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at an advantage or disadvantage. In some rural systems where plant value 
is high as compared to revenues, the property tax appears better as a tax 
revenue producer. Conversely, in more urban areas where plant value is small 
in proportion to gross revenues, the public utility district gross revenue tax is 
the better tax revenue producer. One sure fact is that public utility district 
taxes are definite and factual without the usual guess-and-by-gosh property 
appraisals. 

The local taxes paid by the public utility districts were established on the 
State law books to prevent any tax void in the transfer of properties from private 
to public ownership. The amount was established after considerable study 
of private power taxes. A good job has been done in this regard, and we are 
certain no public utility district community is being penalized because of the ab- 
sence of any private power taxes. Persons, such as Mr. Arnold, who believe 
what they want to believe, and compute figures to prove such beliefs, are the only 
ones confused or concerned about the taxes paid by the public utility districts. 

Sincerely yours, 
KEN BILLINGTON. 


NoRTHWEST PuBLIC PowER ASSOCIATION, INC., 
Vancouver, Wash., February 24, 1956. 
(PUD taves—hearings on Hoover Commission Report—letter of Mr. 8S. Dean 
Arnold.) 
Hon. Rosert E. JONES, 
Chairman, Special Subcommittee on Water Resources and Power, 
Committee on Government Operations, 
Room 4840, New General Accounting Office Building, 
Washington, D. C. 

DEAR REPRESENTATIVE JONES: My attention has been called to a most mislead- 
ing letter of December 12, 1955, purportedly sent you by a Mr. S. Dean Arnold 
of Clarkston, Wash. I take strong exception to the letter. 

Our suspicions are further aroused by the release of the Arnold letter as a 
propaganda mailing piece from a Spokane front address maintained by a private 
electric monopoly corporation. 

Firstly, may I concur and join in the comments sent you February 8, by Mr. 
Ken Billington, executive secretary of the Washington State Public Utility 
District Association wherein he points out certain falsehoods and prejudicial 
statements in the Arnold letter. 

Secondly, before entering into a discussion of the Arnold letter may I remind 
the Committee that the subject of the hearings was the Hoover Commission re- 
port on water resources and power. It would therefore appear that Mr. Arnold 
is bringing the question of local taxes before your committee as a diversion or 
red herring. 

Thirdly, may I point out that the various associations of the private electric 
monopoly corporations are instituting a systematic “tax” propaganda attack upon 
public power programs. The ECAP program (electric companies advertising pro- 
gram) several years ago focused their attack on TVA but then from opinion 
surveys learned that it would be better to charge socialism. Last year ECAP 
learned that the socialism smear was not effective but that they might get further 
by attacking the tax exempt status of Federal projects. By the same token 
ECAP charges that public power generally does not pay taxes and in fact is tax 
subsidized. 

I submit that the Arnold letter may well be a part of this systematic ECAP 
program and that your Committee hearings were used as an opportunity to 
spread propaganda. 

Fourthly, and turning now to the content of the Arnold letter, please note that 
the letter confines itself to only one tax paid by PUD’s. 

The enclosed table shows the $348,494.73 of electric taxes paid in 1955 by the 
Clark County public utility district. Note that the $78,551.18 privilege tax is 
less than one-fourth of all taxes paid by Clark County public utility district. 

This table indicates one of the directions in which the Arnold letter is mis- 
leading. 

Fifthly, I contest the comparability of the privilege tax as paid by PUD’s 
and the property tax as paid by the Washington Water Power Co. 

The law does not state that the “privilege tax” is an “in lieu of property tax”. 
Equally obvious is the fact that if a 2 percent gross electric revenue tax were 
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exactly equal to the property tax at some one time or place, the comparability 
would be upset by each change in assessment ratio, in assessment, in the tax 
levy, in the increase or decrease of property and would vary from county to 
county. Similarly the gross electric revenue would change with the change in 
intensity of investment utilization, increase or decrease of electric rates and 
many other factors. 

By claiming comparability of the privilege tax of a public utility district and 
a private utility’s property tax the Arnold letter misleads the committee. He 
has created a strawman. 

Sixthly, comparison of local and State taxes as between those paid by public 
utility district electric consumers and what would be paid if Washington Water 
Power Co. operated the facilities rests on the fallacy which is inherent in almost 
every hypothetical situation, namely, it is hypothetical. It does not exist in 
reality. 

In reality only the ultimate consumers or citizens pay the taxes which support 
schools and government. If the taxes are not collected one way, another way 
is used. If the Clark County public utility district privilege tax were quadrupled 
from 2 percent to 8 percent it is obvious that the schools and units of government 
in Clark County would be to that extent able to back away from other tax levies 
on the same electric consumers. If the electric consumer of Clark County public 
utility district were completely tax exempt (via his electric hills), he would 
have it pay up via some other local tax route. One way or another we in Clark 
County will pay for our schools and local government withcut Mr. Arnold’s 
advice. 

Seventhly, it is apparent that no utility, public, cooperative or private, pays 
any taxes. All electric taxes are paid by and only by the ultimate electric con- 
sumer. Utilities like the Washington Water Power Co., being completely tax 
exempt, serve merely as a pipeline for collecting taxes. It pays no taxes. 

Eighthly, Mr. Arnold selected 10 of the 23 public utility districts. He is selec- 
tive in order to stack his case and mislead the committee. The reports to which 
he refers provided data on all 23 public utility districts. This is a triple decep- 
tion since the letter has already stacked the case by considering only the privi- 
lege tax paid by public utility districts and making the invalid assumption that 
such tax is comparable to property taxes paid by private electric monopoly cor- 
porations. 

Mr. Arnold in stacking his case selected the rural public utility districts and 
he attempts to capitalize on the fine job which these public utility districts have 
done to electrify their highly rural counties. 

His case falls flat on its face. He assumes that Washington Water Power Co. 
would have built these rural lines in the first place. Actually well over half the 
rural lines in the counties listed by Mr. Arnold would not be in existence today 
if these farmers had waited for the profit motivated monopoly corporation to 
build the lines. 

It is interesting to note that the service area of the Washington Water Power 
Co. is full of rural electric cooperatives and public utility districts who are serving 
the skim milk areas which WWP refused to serve. Then as in Stevens County 
when the farmers built their system and got it on a paying basis, the company 
moved in with its tremendous propaganda machine and took over the system. 
At least they succeeded in that one case. 

Mr. Arnold is again stacking his facts by comparing the WWP which serves 
primarily urban areas to these particular 10 rural public utility districts. 

Everyone knows that rural electric distribution investment must be greater 
per customer than is necessary to serve an urban customer. A recent study by 
this office shows that the Portland General Electric Co. net investment per cus- 
tomer (and this includes some generating facilities for PGE) was $427 in 1954. 
In contrast we have rural electric cooperatives in Oregon with net plant invest- 
ment per consumer (with no generating pliant) as high as $2,383 for Columbia 
Basin Electric Cooperative, $2,201 for Midstate Electric Cooperative, and $2,157 
for Columbia Power Cooperative, to list the top three. Generally a rural electric 
distribution system calls for at least twice the plant investment per customer as 
compared to an urban system. However, while plant investment in such rural 
lines is high, the resultant revenue is low. 

Taking this into consideration most States have provided tax relief to such 
rural systems generally under 1 of 2 patterns: (a) If the property tax was used, 
the assessment ratio was set low, for instance 7 percent in Montana; or (b) 
the cooperatives were exempt from property tax but instead paid a gross electric 
revenue tax, typically 2 percent. 
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Thus for a highly rural public utility district the tax collected via a 2-pereent 
gross electric revenue tax should normally be lower than a straight property tax. 
In an urban public utility district the 2 percent gross revenue tax will generally 
exceed the property tax. This statement is a generality and, of course, each 
county is a different tax situation. 

My point is that much of the rural area of the rural public utility districts 
listed by Mr. Arnold would have no electric lines under private utilities and 
therefore would pay no tax. 

Ninthly, Mr. Arnold neglects an exceedingly important reason why the rural 
public utility district counties manage to get along without having to demand 
tax help. Klickitat County some years ago made a survey which showed how 
real estate values jumped as electric lines were built. Real property values in- 
creased more than the complete cost of the electric system. Naturally the in- 
creased real estate values were reflected in increased property tax collections. 
Furthermore the greater farm income from increased productivity made possible 
by electricity enabled the farmer to pay more taxes of all kinds. Also new farms 
came into being as rural life became more bearable, and thus again brought more 
tax revenue. Then on top of all this the public utility district paid taxes 
where none were paid before. 

Generally the rural public utility districts went in to serve the skim milk 
areas which private utilities refused to serve. They pay taxes where previously 
no taxes were paid. They created new real estate values thus expanding the 
tax base even further. Mr. Arnold need shed no tears for our rural public 
utility district counties. 

Tenthly, Mr. Arnold in his misleading letter to your committee is very careful 
to avoid mentioning the Pend Oreille public utility district which recently com- 
pleted the 64,000-kilowattt Box Canyon Dam at a cost of some $21 million. A 
5 percent gross electric revenue tax will be paid on all power generated and used 
in the county and a 3 percent tax on power used outside the county. Here is a 
tax bonanza for Pend Oreille County. 

Mr. Arnold says nothing of the $45 million Alcoa reduction plant and large 
new payroll brought into Chelan County through the Chelan County public 
utility district. 

The Chelan public utility district added $30 million of plan investment at Rock 
Island Dam and in the 12 months ending November 30, 1955, paid $197,302 in 
taxes where none were paid 4 years ago. He ignores this. 

Chelan public utility district has plans for a $200 million Rocky Reach Dam. 
Douglas public utility district has plans for a $170 million Wells Dam. Grant 
public utility district plans $350 million for the Priest Rapids project. These 
projects spell vast tax revenues not only on the power but at the places where 
the power will be used. 

Not counting sales taxes, Washington public utilitiy districts in 1954 paid 
$1,809,569 in taxes. 

Eleventhly, Federal power projects pay no taxes as such but they have made 
possible vast electrometal and electrochemical industries which pay vast sums in 
local, State and Federal taxes. The Federal system includes an irrigation sub- 
sidy tax on every kilowatt hour from Grand Coulee Dam to make possible the 
tremendous Columbia Basin irrigation project which again adds a huge new tax 
base to our Nation. Each public utility district helps pay this hidden tax. Our 
consumer Owned systems paid into the United States Treasury $15 million last 
year for wholesale power including this irrigation tax. Without going into de- 
tail may I submit that the Pacific Northwest, largely due to the stimulus of the 
Federal power program and local consumer power systems, now pays a larger 
percentage of the Nation’s Federal income taxes than it did 20 years ago. We 
are also a better market for the rest of the Nation. 

Twelfthly, Mr. Arnold overlooks the many special city taxes placed upon 
public utility districts such as the $63,341.26 paid by Clark public utility districts 
in Vancouver and $2,662.19 in Washougal. If he wants to show comparability 
such taxes cannot be omitted. 

Thirteenthly, Mr. Arnold fails to advise you that public utility districts pay 
the Washington utility tax of 3.3 percent of electric revenue and pay all sales 
taxes just like any other utility. Or should I emphasize again that no utility 
pays any tax, the electric consumers do all the paying. 

Fourteenthly, what about the taxes which the Washington Water Power Co. 
collects but does not pay? That company enjoys a vast Federal rapid tax write- 
off subsidy at the Cabinet Gorge Dam. Under this privilege as permitted by the 
present Federal Power Commission the company sets rates high enough to amor- 
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tize over 65 percent of the dam in 5 years and avoids the payment of Federal 
corporate profits taxes on the profits thus rapidly accumulated. Furthermore 
to compound this tax-dodging practice, the stockholders may declare most of 
the resultant dividend as capital gains and thus provide another loss of Federal 


tax revenue. 
Mr. Arnold doesn’t mention these tax dodges. 


In our democracy Mr. Arnold is entitled to his opinions but he has no license 
to mislead a committee of our Congress. I think there should be an adequate 


opportunity for him to explain his testimony and 


letter. 


In order that he may have that opportunity your honorable committee may 
well consider whether to issue a subpoena requiring Mr. Arnold to testify under 
oath. Witnesses are known to be more circumspect and more respectful of the 
truth when under oath. I know of no other way for a congressional committee 


to insure that it is getting the truth. 


To me this matter appears to be of sufficient import for further hearings by a 
congressional committee, but at the minimum there is warrant for a staff inquiry 


through interview and taking of depositions. 


Your interest in seeking to uncover the truth is greatly appreciated. 


Respectfully, 


Gus Norwoop, 
Executive Secretary. 


Public Utility District No. 1 of Clark County—Detail of 1955 tazres 


ELECTRIC DEPARTMENT 


State of Washington utility tax 3.3 percent of electric revenue 
State of Washington privilege tax in lieu of property taxes—2 
percent of electric revenues------- ‘ - ‘ 
Federal social security and old-age and survivors insurance - - - 
State of Washington unemployment tax----_-- kane 
State of Washihgton business tax ae \ : 
State of Washington 344 percent sales and compensatory | 
taxes..._- I eal | 
Franchise taxes - - _- Foy etches s Secdaceides canto 
State of Washington gasoline taxes._..............------------]} 
City of Washougal—3 percent on energy sales (district absorbed 
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City of Vancouver—5 percent on energy sales passed on to 
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City of Washougal—3 percent on energy sales passed on to 
CEG ais ot de rndtintnebbiachatigndan den i i a al 


Total electric department._..........- arta canaialiiaercitsiatal 
WATER DEPARTMENT 


State of Washington utility tax 3.3 percent of watetirevenue ---| 
State of Washington 3% percent sales and compensating tax_-| 
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STATEMENT OF ALVIN V. McCORMACK, FARMER, LEWISTON, IDAHO 


Mr. McCormack. Mr. Chairman and members of the committee, 
my name is Alvin V. McCormack. I am a farmer operating a wheat 
and cattle ranch about 20 miles southeast of Lewiston, Idaho. I am 
appearing today on my own behalf and am not representing any 


organization. 


First I want to thank you for giving me the opportunity to appear 
before you and give my opinions of the report prepared by the Hoover 
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Commission Task Group on Reclamation. I have read this report 
and find that I can agree with very few of their recommendations. 

I agree with Recommendation 1 (a), “that water resources should 
be developed to assure their optimum use and their maximum contri- 
bution to the national economic growth, strength, and general wel- 
fare,” but I do not believe that the recommendations as a whole would, 
if followed, tend to accomplish that purpose. 

I believe the rivers of Idaho to be the greatest undeveloped resource 
of the State, and that we cannot settle for anything less than the most 
complete development of that resource, making maximum use of every 
drop of water by building adequate structures to provide for irriga- 
tion, navigation, flood control, storage, and power. 

I further believe the task of harnessing the rivers of Idaho to be so 
great that it can only be done by all the people acting through their 
Government. Certainly, if Idaho is to increase in population and 
wealth at a rate equal to that of her neighbor States, it can only be 
done by the production of low-cost power which will attract industry 
to the State. 

In my opinion, if the recommendations of the Hoover Commission 
are followed, it will result in turning the water resources belonging to 
all the people over to private monopoly, which will further result in 
partial development, high-cost power, and a continuation of economic 
stagnation. 

Because of the time limit I shall comment on only a few of the rec- 
ommendations. 

Recommendation No. 4 reads: 

That the Congress amend present acreage limitations so as to meet local con- 
ditions in the above manner. 

On the face of it this recommendation sounds reasonable enough, 
but I am very much afraid that if the present 160-acre limitation was 
dropped it would result in a new project being grabbed by a few large 
operators. This would certainly be contrary to the philosophy behind 
all of our reclamation laws in the past. 

I believe that there will be very few cases where 160 acres of irri- 
gated land will not be large enough for a family-sized farm. I am 
in favor of leaving the 160-acre limitation in the law as it now is. 

Mr. Jones. You believe that is the consensus of opinion of most 
ranchers in your area ? 

Mr. McCormack. Actually we are in a nonirrigated section, and 
most of my neighbors and farmers worry very little about it because 
it does not apply to them at all. I have had considerable experience 
working with the irrigated farmers all over the State. I feel that 
most of the farmers would agree with me. 

Mr. Lipscoms. What is the average size of farms in your area? 

Mr. McCormack. They vary. I would say from about 500 acres to 
1,500 or 2,000. 

Mr. Lirscomp. What would you do if you came under this irriga- 
tion average limitation ? 

Mr. McCormack. For one thing we are not coming under irriga- 
tion so we do not have to worry about it. There is no probability of 
any projects covering this area over here. On the other hand, if we 
were to come under irrigation I think from the experience I have had 
with the farmers in irrigated sections I would possibly not want to 
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operate more than 160 acres of irrigated land. It would be much 
more difficult as far as I am concerned to operate that than to oper- 
ate my present operation of 600 acres under nonirrigated conditions. 

Mr. Lirscoms. What size farm do you think is a good family-sized 
farm under today’s conditions ? 

Mr. McCormack. In my area? 

Mr. Lirscoms. This recommendation is a national one, or for the 
Western States. 

Mr. McCormack. I do not believe according to—— 

Mr. Lirscoms. In the 17 Western States that come under this what 
do you think is a good sized farm to operate ? 

Mr. McCormack. In my experience in the southern part of the 
State I feel there are many 80-acre farms, and a 160-acre farm I think 
is considered one of the larger farms and, of course, there are some 
operations larger than that. But I think many of them would be 
smaller than 160 rather than larger, although I do not have the statis- 
tics available to prove that figure. 

Mr. Lipscoms. All right. 

Mr. Jones. You may proceed. 

Mr. McCormack. Recommendation No. 5 reads: . 

That the revolving funds be abolished and all moneys payable into these funds 
be covered into the general fund of the Federal Treasury and all project funds 
be appropriated by the Congress. 

I do not believe that this will be a satisfactory solution of the prob- 
lem, because experience has proven that any agency which has to 
depend on Congress for operating funds is subjected to delays, which 
are expensive, and contribute toward inefficiency. . 

Recommendation No. 6 reads: 

That the construction of headwater dams in the flood control program of the 
Soil Conservation Service be transferred to the Corps of Army Engineers. 

While I recognize the fact that change is desirable and even neces- 
sary in many cases, I have never been in favor of change merely for 
the sake of change. In this case I have not been convinced that this 
change is desirable. The personnel of the Soil Conservation Service 
have, for 20 years, been convinced that the place to stop the water is 
where it falls, or as close to that place as possible. Because of that 
fact, and the fact that they have had many years of experience in 
accomplishing this purpose, it would, in my opinion, make this agency 
the proper one to carry out this work. 

The Army Engineers, on the other hand, have always been solely 
interested in building huge downstream structures, and it would re- 
quire.a great change in their philosophy before they would be able 
to give the small upstream dams their proper place in the flood contro] 
scheme. 

Thank you. Now if I may amplify my text a little, I might say 
that the Soil Conservation Service believes that the small dams which 
they build on the upper waters are only one of the measures that they 
take to stop the waters in that area. While it is an important part of 
their program, their program also consists of proper land management 
and treatment to conserve as much as possible of the water actually 
where it falls. By that I mean proper forestation or possibly refor- 
estation; proper treatment of the range lands and of their crop lands, 
utilizing their crop residues to the greatest extent possible, and main- 
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taining their soils in such condition that it will absorb the water rather 
than permit it to run off and cause this situation. 

Therefore, because this all fits in with the small dams, I believe that 
the Soil Conservation Service is the agency best equipped through 
service and training, and I might say also, philosophy, to do that work. 
_ The Army Engineers on the other hand have always been solely 
interested in building huge downstream structures, as I said in my 
2 mae statement, and it would require a great change in their 
philosophy before they would be able to give the small upstream dams 
their proper place in the flood control scheme. 

Mr. Jones. Thank you very much, Mr. McCormack. If you are as 
good a farmer as you are a witness you are a crackerjack. I can see 
that. 

Mr. McCormack. Thank you, sir. 

Mr. Jones. Mr. T. C. Butler, Jr. 


STATEMENT OF T. C. BUTLER, JR., BOISE, IDAHO, REPRESENTING 
THE IDAHO SOCIETY OF PROFESSIONAL ENGINEERS 


Mr. Butter. You have a long ways to go so you will have a brief 
witness this time, sir. 

Mr. Jones. Fine. Thank you. 

Mr. Butter. My name is T. C. Butler, Jr., of Boise. 

Mr. Jones. You may proceed. 

Mr. Butter. I will not read this letter from the Society of Profes- 
sional Engineers. It informs you I was authorized to speak for them. 
At the same hour the consulting engineers of that same society met and 
asked me to speak for thera. And I also speak for myself. 

I have been in Idaho since 1930—25 years in the Northwest. Speak- 
ing for the Idaho Society of Professional Engineers, comprising some 
500 members, and also for the consulting engineers group of that so- 
ciety, we refer to the Commission recommendations on water resource 
and power. 

Recommendation No, 1, with all its subheads, has our full endorse- 
ment and our hope for early implementation by the Congress, 

As to paragraph (g) we emphasize this endorsement in the convic- 
tion that it will eliminate duplication and reduce expense, and avoid 
errors and conflicts; and we believe the United States Geological 
Survey should be given this task and authority. 

As to perenree (h) we apeney endorse the soundness of the 
principle and believe it will retain the authority and judgment and 
appropriations in the Congress, where they belong, to be decided upon 
by the elected and accountable representatives of the citizens. _ 

As to paragraph (i) we emphatically endorse this as being in the 
best American tradition of fair treatment and equal opportunity for all 
citizens; and we hope it will have early implementation by the Con- 

ess. 
need not read those unless you want me to. 

Mr. Jones. Are you in favor of them? 

Mr. Butier. We have some very few modifications on them. 

Mr. Jones Will you point out the modifications you have in mind ? 

Mr. Butuer. Yes, sir. 

Mr. Jonxs. Recommendation No. 2 you are for? 

Mr. Burier. That was (i) of Recommendation 1 I just read. 
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Mr. Jonss. But recommendation No. 2 you are for? 

Mr. Butter. Yes, sir. 

Mr. Jones. And recommendation No. 3 you are for ? 

Mr. Burier. Yes, sir. We endorse No. 3 in the firm conviction that 
it would improve the deplorable record of actual construction costs 
of Federal projects over-running the estimates by a grand average of 
289 percent. - 

Referring to Exhibit A, taken from the Congressional Record, shows 
that on 28 projects of the Corps of Engineers the 1950 estimates and/or 
costs ranges from 124 percent to 469 percent of the original estimates 
by which Congressional authorizations and appropri iations were se- 
cured, with an average of 237 percent; and also that on 18 projects 
of the Bureau of Reclamation the 1 range was from 139 percent to 1,228 
percent of original estimates by which authorizations and appropria- 
tions were secured—with an average of 353 percent. 

This witness is happy to add this ameliorating feature. Some of 
the increase was caused by rising prices during the long delays in 
execution ; but, by increasing the original estimates of the two bureaus 
by statistics published by the Engineering News Record showing in- 
creased costs in these lines of construction, and revising the original 
estimates in accordance with the statistical increases of costs before 
1950, it will be noted the 1950 estimates and/or costs of the projects 
actually increased on a range of 3-54/100 times original to 89 percent 
of original estimates—w ith an aver: age of 2.44 times the original esti- 
mates on which authorizations and appropriations were secured from 
the Congress, for United States Bureau of Reclamation, and 1.41 for 
the Corps of Engineers. 

These citations are made to emphasize the need for the Bureau of 
the Budget to have a strengthened professional staff of advisers to 
enable it to perform effectively its function of evaluating the merits of 
water development projects presented to the Congress for appro- 
priations. 

Recommendation No. 4: Since soil and water and climatic variations 
and lengths of growing seasons all combine to determine the necessary 
size of farms for family subsistence, we hope the Congress will soon 
implement this recommendation. We believe that should be changed. 

Recommendation No. 5: We favor generally the abolishment of 
revolving funds, inasmuch as it would reserve to Congress the broad 
field of initiative and choice and authorization for project promo- 
tions; but we feel it merits further study before implementation, be- 
cause there could be exceptions where efficiency and ultimate economy 
may be effected by giving authority for limited revolving funds. 

We were not considering there, and I am not considering here, the 
business of the operating fund necessar y to run the operation and main- 
tenance of an institution, but we are talking about unmarked funds 
that can be spent with or without the authorization of Congress on 
an initiative that we feel belongs to the Congress. 

Recommendation No. 6: We endorse this recommendation in view 
of the staff excellence and long experience of the Corps of Engineers 
and the need to avoid building another separate and costly organi- 
zation to design and supervise this work. That means the dam build- 
ing. We have no desire to infringe or recommend the infringement on 
the urgent service performed by the Soil Conservation Service, but the 
70818—56—pt. 12 —5 
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engineers have the staff and experience and background and methods 
for instituting those construction jobs and supervising them without 
hiring a lot of new staff. 

Recommendation No. 7: We endorse this one to eliminate unsound 
and obsolete projects and believe the Bureau of the Budget should, 
with its strengthened staff in recommendation No. 3, have voice and 
authority in deciding the unsoundness and obsolescence of ques- 
tioned projects. 

Recommendation No. 8: It has our endorsement, with a further 
recommendation that the rates fixed for use of these facilities by 
the Interstate Commerce Commission should apply to all users, large 
and small, on a fair and proportionate basis. 

Recommendation No. 9 has our full endorsement on all three 
paragraphs. It is unfair and un-American to foster or create or main- 
tain a specially privileged class of citizens subsidized by the general 
taxpayer, and is an economic fallacy with many and obvious inequities. 
Bonneville Power Administration proposed to allocate to Idaho from 
the Hells Canyon high dam 83,000 kilowatts, or 18.6 percent of an 
assumed 450,000 kilowatts, and to eastern Oregon 7.34 percent, with 
333,000 kilowatts, or 74 percent, to western Oregon. 

Since that date, 1950, Idaho Power Co., has built three hydro plants 
of 238,000 kilowatts total capacity, all of which are fully loaded, 
and today they are buying up 100,000 kilowatts from Idaho Power 
network connections. 

It left us in a sorry plight as Idaho users when they left us 83,000 
kilowatts when we had already built and fully loaded nearly three 
times that proposed allocation. 

This is nearly three times the amount of power proposed to be 
allocated to all of southern Idaho by the Bonneville Power Adminis- 
tration, which we construed to be an arbitrary ruling by officials not 
responsible to or reachable by the citizens of Idaho and eastern 
Oregon. 

Under a free-enterprise system, economic law would deliver this 
power, under equal and fair rates, to those districts and citizens need- 
ing it and able to pay for it. Arbitrary diversions and subsidies 
to specially privileged groups is inequitable and unsound, and we 
fee] un-American in general. 

We endorse emphatically every paragraph of recommendation 
No. 9. 

Recommendation No. 10 has our endorsement for its obvious sound- 
ness. 

Recommendation No. 11: We endorse both paragraphs of this one, 
with the conviction that they point the way to sound economic 
handling of the problems involved, and as being fair to all, with 
special privileges and subsidies to none. 

Recommendation No. 12: We believe this would bring equity and 
economy and efficiency and fully accountable operation of these 
agencies at the will of the Congress which created them with the 
taxpayers’ money. 

Recommendation No. 13: This we endorse in the conviction that it 
would not only relieve the general taxpayer of the burden of sub- 
silizing a specially privileged group of citizens, but would also let 


the public make its choice of the economic soundness of the improve- 
ments sought. 
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Recommendation No. 14: We endorse No. 14 as fair and equitable 
and American, and as giving the citizens of the States concerned a de- 
served and valuable voice in these matters which vitally concern 
them and the rights of their citizens. 

Recommendation No. 15: We endorse this as being sound econom- 
ics, good government, and proven feasible by the operation at Hoover 
Dam, where the Government owns and controls the dam and sells fall- 
ing water to contractees who furnish and operate the generators and 
transmit and sell the energy through existing facilities and organi- 
zations. 

Paragraph (6) we endorse as being constructive, fair to all and 
feasible. 

In general, with the minor exceptions and the further suggestions 
herein expressed we endorse the Commission report. 

We believe the adoption of these recommendations by the Congress 
and the executive branch will go far to restore equity and bring econ- 
omy and efficiency to these phases of our Government functions and 
activities. 

It is our hope that the earliest possible implementation will be pro- 
vided to put the recommendations to work. 

Mrs. Grirrirus. Are there any questions? 

The chart you have appended to this, Mr. Butler, is already a matter 
of record. 

Mr. Bourter. Yes. 

Mrs. Grirrirus. So if it is all right with you and there is no objec- 
tion from the committee it will not be reprinted but will only be 
printed on one occasion. 

Mr. Butter. May I say please that A-3 and 4 are not printed in 
the Congressional Record. 

Mrs, Grirrrrus. They are in the record of these hearings. These 
charts have already been put into the record. 

Mr. Butter. Oh, pardonme. Iam sorry for the misunderstanding. 
T thought you meant in the Congressional Record. It was not. I 
looked into that to see whether the rising costs which should be ap- 
plied to those estimates had been put in there so as to take from the 
body making that original estimate some of the onus which was not 
chargeable to them. 

Mrs. Grirrirus. Someone has already put them in the record, Mr. 
Butler. 

Mr. Butter. Yes. 

Mrs. Prost. Just one question, Madam Chairman. Mr. Butler I 
notice you say on recommendation No. 9 that it has your full endorse- 
ment on all three paragraphs. In other words, Mr. Butler, you would 
prefer to have the private power companies make the yardstick for 
the cost of power rather than allowing public power to be the yard- 
stick, as it is today? 

Mr. Burirr. No; I did not say that. I endorse that. Congress 
should empower and direct the Federal Power Commission to fix all 
rates on Government power sales at levels that will accomplish those 
things. In fixing those rates what we have in mind, and personally I 
have in mind, is they will fix those rates with respect to true costs—true 
costs. Then they will establish—as they do for everybody coming 
under their jurisdiction—they will establish rates at which they can 
be sold. 
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If you take a connected load of 100,000 kilowatts, with a very mini- 
mum of overhead and expense of handling and building and adminis- 
tration, and for that large commitment you are probably required to 
put in your own substation—you know how that cilia abink would be 
at one rate. If anyone came along, whether is was Bill Jones or an 
RIA, or anybody else came, according to what they wanted, they 
would buy in that bracket set by the Federal Power Commission, That 
is my idea of the recommendation. They would pay for it on that basis, 
and at any time they determined a higher price for that bracket they 
would automatically come into that. That is the way they are made. 

Mrs. Prost. You do not feel the rates are arrived at in that fair 
manner today ¢ 

Mr. Butter. Not from the viewpoint expressed by myself because 
they do not include the taxes for it, nor the full operating costs of that 
facility. You brought that up a while ago on the matter of taxes, I 
remember. 

Mrs. Prost. That is right. 

Mr. Burier, And you were right, and the other fellow was right too. 
It is simply on two different premises and two opposed views on power. 
My view is opposed to the one you expressed. You said it does not pay 
any tax. Thatisright. It doesnot. I think it should. 

Mrs. Prost. That is all, Madam Chairman. 

Mrs. Grirrirus. Mr. Butler, I take it from your background you 
have some experience in ratemaking, do you not ? 

Mr. Butter. None whatever. I have never sat on a ratemaking 
body. But as an engineering body we do have to become familiar with 
those things and know the ideas involved, and have some familiarity 
with it. 

Mrs. GrurrirHs. Does this State have a public service commission 
which reviews the rates of the power companies 

Mr. Butier. Yes, madam; and all other utilities. We have access 
tothat. Itisan accountable body. 

Mrs. Grirrirus. Do they sometimes turn down a request of the com- 
pany for an increased rate ? 

Mr. Butter. Yes, madam. 

Mrs. Grirrirus. In recent history 

Mr. Butter. Yes. They turned down one for the telephone company 
in recent history. It was fought through the courts with everybody 
in there under the laws of the Commonwealth, and a decision was 
arrived at. 

Mrs. Grirrirus. And the power company ? 

Mr. Burter. What was that? 

Mrs. Grirritus. And the power company ? 

Mr. Butter. They have not had a rate increase turned down that I 
know of. 

Mrs. Grirrirus. Just the telephone company ¢ 

Mr. Butter. No; I won’t say just the telephone company because 
there are numerous utilities in the State like trucks and things like 
that, who ask for things, and sometimes they get them and sometimes 
they do not. ! 

Mrs. Grirriras. Thank you very much for your testimony. 
Mr. Butter. Thank you for the opportunity of being here. 
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(The following letter bearing on Mr. Butler’s testimony was sub- 
sequently received by the subcommittee chairman :) 


IDAHO SocrIeTYy OF PROFESSIONAL ENGINEERS, 
Boise, Idaho, January 21, 1956. 
Hon. Rosert FE. JongEs, 
Chairman, Special Subcommittee on Water Resources and Power, 
House Office Building, Washington, D. C. 

My Deak Mr. Jones: Under date of November 30, 1955, Mr. T. C. Butler, Jr., 
chairman of the public relations committee in the Idaho Society of Professional 
Engineers, was authorized to appear in the name of the society before your 
Special Subcommittee on Water Resources and Power at the hearing in Lewis- 
ton, Idaho, December 2, 1955. 

On January 20, 1956, the board of directors of the Idaho Society of Profes- 
sional Engineers, at its regular meeting, reviewed a transcript of the material 
as filed with your committee by Mr. T. C. Butler, Jr. 

On the occasion of a committee meeting of members of the society, including 
some members of the board of directors, on November 30, 1955, the material to 
be presented by Mr. Butler was discussed. It was the expressed intent of the 
society to endorse in general the recommendations of the Hoover report, particu- 
larly insofar as they parallel the recommendations made by the Engineers Joint 
Council in their study of the water resources problem. 

The inclusion and any reference to material as presented in the testimony 
as “exhibit A” in discussing recommendation No. 3 was beyond the authority 
delegated to Mr. T. C. Butler, Jr., at the above meeting where the representa- 
tions to be made and society policy was discussed. It is obvious that material 
as presented in “exhibit A” would require lengthy study and consideration of all 
factors before having the endorsement by any engineering group’ This group 
had not made such a study. 

The board of directors of the Idaho Society of Professional Engineers requests 
that you delete and strike from the hearing record “exhibit A,” and all reference 
thereto, in considering the Idaho Society of Professional Engineers’ position with 
respect to the Hoover Commission report on the subject of Water Resources and 
Power Development. 

Very respectfully yours, 
C. C. HALLVIK, 
President. 


Mrs. Grirrirus. We are very happy to have you, I assure you. Mr. 
Herbert West. Before you start out, Mr. West, may I ask again 
that those who wish to talk please retire to the corridors so that we can 
hear the witnesses and everyone else can hear the testimony also. 

You may proceed, Mr. West. 


STATEMENT OF HERBERT G. WEST, EXECUTIVE VICE PRESIDENT, 


INLAND EMPIRE WATERWAYS ASSOCIATION, WALLA WALLA, 
WASH. 


Mr. Wesr. Madam Chairman and members of the committee, my 
name is Herbert G. West. I am the executive vice president of the 
Inland Empire Waterways Association, an association with our offices 
in Walla Walla, and also a director of the National Waterways Con- 
ference, and also a director of the National Rivers and Harbors 
Congress. 

Our association is representative of practically every segment of 
our economic life in the Pacifie Northwest—farmers, industrial organ- 
zations, farm cooperatives, private power and public power, labor 
groups, banks, port districts, and county governments. We have 
elected in this particular hearing to confine ourselves greatly to the 
recommendation No. 8 on the question of user charges and tolls. 

The great majority of witnesses you will be hearing in the Pacific 
Northwest are members of our association, and from the views al- 


2306 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


ready expressed, and which you will hear expressed later, you may 
understand we have a great deal of effect in our organization on bring- 
ing the extreme views together in order to formulate a definite pro- 
gram and keep the program going ahead. 

As I said, ours 1s an organization composed of farmers, farm co- 
operatives, industrial organizations, chambers of commerce, public 
and private power organizations, labor groups, financial institutions, 
such as banks and investment houses, port districts, county and city 
governments, embracing a membership of approximately 60,000 repre- 
sentative of all the area in Oregon, Washington, and northern Idaho, 
contiguous to the Columbia and Snake Rivers. 

The Northwest contains about 9 percent of the Nation’s land area. 
In this vast region, stretching from the Rockies to the Pacific Ocean 
and from Canada to the California line, are over 100 million acres of 
range and grazing land and about 18 million acres of cropland. Of 
this total, 6 million acres ultimately can be put to more productive 
use through irrigation and drainage. 

About 4 million acres of land are now under irrigation in the Colum- 
bia River Basin, with nearly 70 percent of it in the Snake River drain- 
age area. Agriculture, of course, is a basic pillar of Pacific North- 
west economy. Approximately 38 percent of the total population in 
Idaho, 31 percent of Montana,.2314 percent of Oregon and 20 percent 
of Washington is rural farm population. The Pacific Northwest is a 
region of unlimited wealth. Its vast land area can accommodate 
many thousands of additional farms. Its cities, its commerce, its in- 
dustries, can expand far beyond their present limits. Its population 
can double and triple and its economy grow richer as the wealth of the 
land and the urban centers grow. 

The tempo of future progress, however, depends on resource develop- 
ment and upon the maintenance of balance between the various facets 
of regional economy. No phase of the development program, if the 
overall welfare of the region and the Nation is to be served, can be 
undertaken as a separate or independent project or developed indis- 
criminately at the expense of other aspects of the program. 

I would like to quote from a letter written by President Theodore 
Roosevelt to the Congress of the United States under date of February 
26. 1908 : 

Our river systems are better adapted to the needs of the people than those of 
any other country. In extent, distribution, navigability, and ease of use, they 
stand first. Yet the rivers of no other civilized country are so poorly developed, 
so little used, or play so small a part in the industrial life of the Nation as those 


of the United States. In view of the use made of rivers elsewhere, the failure 
to use Our own is astonishing, and no thoughtful man can believe that it will last. 


Further quote: 


The National Government must play the leading part in securing the largest 
possible use of our waterways; other agencies can assist and should assist, but 
the work is essentially national in its scope. 


Further quote: 


The improvement of our inland waterway can and should be made to pay for 
itself so far as practicable from the incidental proceeds from water power and 
other uses. Navigation should of course be free. But the greatest return will 
come from the increased commerce, growth, and prosperity of our people. For 
this we have already waited too long. 
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These excerpts could well have been written on this date. The prob- 
lem of water resource development still is urgently before the Congress. 
In the Pacific Northwest, these Federal investments have proved to 
be high-grade investments of public funds of which a very substantial 

ortion of every dollar invested is finding its way back to the Federal 

reasury with interest. 

At our 22d annual meeting held in Portland, November 21 and 22, 
1955, by unanimous action, the following resolution was adopted : 

Whereas the national policy opposed to user charges or tolls on inland water- 
ways dates from the first Congress of the United States, having been enacted on 
June 13, 1787, and, 

Whereas the River and Harbor Act of 1909, which is still in force, prohibits 
tolls or operating charges to be levied upon or collected from any vessel, dredge, 
or other watercraft relating to work, use or benefit of navigation, and, 

Whereas unless the complexities involved in relation to an overall national 
transportation policy to “preserve the inherent advantage of each form of trans- 
portation” were documented and preserved, the waterways transportation in- 
dustry would needlessly be destroyed ; and, 

Whereas a waterways system which has grown up gradually over a period 
of more than 130 years with congressional approval and on the assumption that 
use would be free, would be destroyed, as would public and private investments 
of great magnitude, constituting a strategic weakening of our Nation’s defense 
and military effectiveness: Now, therefore, be it 

Resolved, The Inland Empire Waterways Association, in regular meeting in 
Portland, Oreg., this 22d day of November, 1955, does hereby oppose the proposal 
of user charges or tolls on our inland waterways and coastal harbors as uneco- 


nomic, injurious to our overall transportation pattern and not in the general 
public interest or welfare. 


Considering the proposal of the Hoover Commission Report on 
Water Resources, we believe this opens up the entire subject of trans- 
portation and a national transportation policy. 

All forms of transportation have rightfully and justly received sub- 
sidies from the Federal Government. It is in the interest of the gen- 
eral public that the most economic form of transportation be made 
available. 

When a nationwide transcontinental system of railways was needed, 
the Federal Government paved the way by offering land concessions 
to the railroads and our present system of service resulted. While the 
role of Government can be questioned by some in making such land 
concessions, the result obviously justified the step. 

Airlines and airport development are modern-day examples of Fed- 
eral assistance in transportation. We needed a federal airport act to 
help cities and port districts provide landing fields. Correlated and 
comprehensive planning had to be done and government, at both the 
national and municipal level, had to be the catalytic influence. 

The 84th Congress recently extended the Airport Act and its system 
of benefits so that runways of municipal airports can be lengthened 
to accommodate the Boeing 707 and the new jet transport Douglas is 
building. Undoubtedly there are those who question the Govern- 
ment’s role in airport planning, but who can question the results? 

Krom the Maritime Administration has come port planning. 
Everyone recognized early that national forest areas belonged to all 
the people and should be protected for all the people. As a direct 
real, much of our national forest heritage remains for future gen- 
erations. 
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Viewed from its broad national aspect, the principal and direct 
benefits from these transportation subsidies may be summarized to 
include— 

The acceleration of the settlement of the country and the devel- 
opment of its natural resources. 

2. Safer and more expeditious and comfortable travel. 

The enhancement in value of adjacent Government and private 
inde and industry and the increase of taxable wealth generally. 

4. The strengthening of the national defense. 

Transportation is a national problem; however, to accomplish 
national benefits, regional problems must be taken into consideration 
in order to arrive at the component whole. Therefore, for a moment 
I would like to discuss the Columbia-Snake River waterways system 
in the Pacific Northwest. 

It is interesting to note that in the four Northwestern States of 
Idaho, Montana, Oregon, and Washington, a total of 28,426,445 acres 
have been given to the railroads in the way of land grants—1,389,668 
acres in the State of Idaho; 15,160,787 in Montana; 3,611,751 in 
Oregon; and 8,264,239 in Washington. 

Certainly, there is no one residing in the Pacific Northwest who 
will take the position that the extension of steel rails in the Pacific 
Northwest was not a great boon to our prosperity and economic de- 
velopment. By the same token, the extension of inland waterways 
transportation has likewise created great economic wealth and pros- 
perity to the residents of the Pacific Northwest. However, the total 
cost of all navigation facilities to date—deep-draft as well as light- 
draft—amounts to only $87,634,772. 

Here is one effect of water transportation of benefit to farmers of 
this area. The all-rail rate on wheat from eastern Oregon counties, 
where water transportation is available, to Vancouver, ‘Washington, 
Longview, Washington, and Portland, Oregon, in no instance is 
greater today than the 1930 all-rail rate, and in many instances it is 
lower. However, in the area outside of the water competition, we 
have enjoyed all of the increases amounting to some 72 percent. The 
same story has been written on joint rail and water rates on petroleum 
products. In very few instances, if any, are joint rail and water rates 
on petroleum products higher than they were in 1934; and, in many 
instances the combination rate is much lower. 

Our association has supported all legislation placing water rates 
under the jurisdiction of the Interstate ‘Commerce Commission. We 
have been primarily responsible for the creation of a number of port 
districts on the Columbia and Snake Rivers, today numbering 2! in 
Oregon and Washington, with an aggregate area of some 10,000 
square miles and an approximate assessed valuation in excess of $900 
million. The major industrial expansion of the Pacific Northwest is 
along the Columbia and Snake Rivers and Willamette River where 

vater, rail, and truck transportation are available. The need for low- 
cost transportation facilities for the interior of the Pacific Northwest 
is a need underscored emphatically by the vast wealth-producing 
capacity of the area. 

This past year has seen the Shell Chemical Co. ship anhydrous 
ammonia from its plant in Pittsburg, Calif., by ocean barge to the 
lower Columbia river. The product is there transferred into river 
barges and conveyed by water to its final destination at East Pasco, 
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Wash., at the confluence of the Columbia and Snake Rivers. From 
the terminal spheres at that point, the ammonia is taken by truck and 
rail into the hinterland. Thus, the three forms of transportation— 
rail, truck, and water—again complement each other. 

The result of this water haul, moreover, has meant an actual saving 
of 2 cents per pound of fertilizer to the farmers of the Pacific North- 
west, amounting to approximately $2 million per year. Also, petro- 
leum savings from water transportation have been passed on at the 
retail pumps in the Pacific Northwest. 

Many millions of dollars have been saved by our farmers, business- 
men, and the general public. We do not enjoy a completed waterway 
system yet. We have ocean barge and deep draft for approximately 
110 miles up from the mouth of the Columbia River to Vancouver, 
Wash. Then a barge channel passes through the Bonneville locks 
to the head of Bonneville pool, a distance of some 51 miles, where the 
great Dalles Dam is now being constructed. When The Dalles Dam 
is completed there will be open channel navigation from the head of 
The Dalles pool to the foot of McNary locks. The McNary pool ex- 
tends some 62 miles farther upstream to the confluence of the Colum- 
bia and Snake Rivers. Ten miles upstream on the latter river Ice 
Harbor lock and dam is being constructed. As you know, that was 
one of the new starts included in the omnibus bill this year. 

It will be quite a few years before we have a complete slack water 
program of inland navigation to Lewiston, Idaho, on the Snake River, 
and to Wenatchee, Wash., on the Columbia River. Therefore, the 
people of the Pacific Northwest have a great stake in the question 
of tolls. Every President from George Washington to President 
Eisenhower has advocated and has spoken of the benefits of free water- 
ways. I do not believe it is necessary to recapitulate the official record 
of the White House and every Congress down to the present. They 
always have maintained that free waterways were in the interest of 
our national welfare and national defense. 

Likewise, it is unnecessary to enlarge upon this subject. 

Who, therefore, is asking for tolls or user charges on our free water- 
ways? On this point we are at a complete loss. In the Pacific North- 
west I know of no industry, no farmer, no chamber of commerce, no 
banker, suggesting that tolls or user charges be assessed. We have 
failed to hear a clamor from the consumer demanding tolls or user 
charges, and in the final analysis he is the one who pays the national 
transportation bill. 

The next question logically comes to mind—is there need for addi- 
tional revenue on freight traffic by other modes of transportation? 
We believe it well to analyze the railroad freight problem and the 
railroad passenger problem. 

Records disclose that last year it cost the railroad industry $1.38 
for each $1 in passenger revenues received. However, in some specific 
cases, such as the Union Pacific, losses were much higher. Passenger 
deficit is estimated to have consumed 64 percent of that road’s net 
freight operating profit ; Chicago & North Western had approximately 
97 percent of its freight profits eroded by passenger losses. 

Thus it appears to us that the sickness is not one of freight traffic 
revenue; it is one of passenger deficits. From the figures I have just 
noted, it is certainly evident that additional freight revenues are not 
needed by the railroad industry and certainly would not be in the pub- 
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lic interest. If we have, as indicated, a passenger deficit problem, let us 
attack that problem. Ifa subsidy is needed, then let us look it squarely 
in the face. If it is for the general public welfare and in the national 
defense interest to maintain railroad passenger service as now sup- 
plied, it presents an entirely different problem than attempting to at- 
tack other modes of transportation to cure the known disease of pas- 
senger deficits. 

I would like to quote a few pertinent remarks by Brig. Gen. E. C. 
Itschner, Assistant Chief of Engineers for Civil Works, in an address 
he made before the American Association of Port Authorities in San 
Francisco, Calif., October 25, 1954: 


It is a responsibility of the Corps of Engineers, as the Federal agency en- 
trusted with the Nation’s navigable waterway construction program, to be able 
to answer questions concerning the possible effect of tolls or user charges upon 
navigation facilities. I can tell you that our opposition to tolls is not based 
on mere preference, or a stubborn insistence upon blind tradition, but upon an 
acute detailed and up-to-date realization of some of the staggering problems 
that would be involved in any attempt to impose such charges. 

The economic factors involved are complex. 


In concluding, I would like to quote once more. This time it is an 
excerpt from an address made by then President Herbert Hoover, 
speaking on the occasion of the completion of the 9-foot channel of 
the Ohio River from Pittsburgh, Pa., to Cairo, Ill. The full text 
appeared in the Congressional Record on October 24, 1929. 

While I am proud to be the President who witnesses the apparent completion 
of its improvement, I have the belief that some day new inventions and new 
pressures of population will require its further development. In some genera- 
tion to come they will, perhaps, look back at our triumph in building a channel 
9 feet in depth in the same way that we look at the triumph of our forefathers 
when, having cleared the snags and bars, they announced that a boat drawing 
2 feet of water could pass safely from Pittsburgh to New Orleans. Yet for 
their times and means they, too, accomplished a great task. It is the river that 
is permanent; it is one of God’s gifts to man, and with each succeeding genera- 
tion we will advance in our appreciation and our use of it. And with each 
generation it will grow in the history and tradition of our Nation. 

Our association subscribes fully to this point of view. And we fur- 
ther subscribe to another remark made by President Hoover during 
the same address : 


As a general and broad policy, I favor modernizing of every part of our water- 
ways which will show economic justification in aid of our farmers and industries. 

Now, Mr. Chairman and members of the committee, on this par- 
ticular subject I think it is rather interesting to note that out of the 
four Presidential appointees to the Hoover Commission, Mr. Brownell, 
our Attorney General, and Mr. Farley, the former Postmaster Gen- 
eral, and General Flemming, all disagreed. The fourth member, 
former President Herbert Hoover, as President, and having that re- 
sponsibility over internal improvements in our national defense and 
welfare, took the same position. 

I believe in this plan, and also in the plan of the entire Hoover 
Commission Report on Water Resource Development, that there is a 
glaring error in that I could not find any place where they suggested 
a stepup on the question of planning funds. We have had experience 
in the Pacific Northwest of having a lack of planning funds, and when 
that has occurred the cost of our projects has gone up. When we have 
had planning funds in the hands of the Corps of Engineers and the 
Bureau of Reclamation, costs on all estimates have gone down. We 


nS absent ace 


dct he SN lal i a AIS IR ARE Ot LAE NNN AT A TIE NLR 5 


aint salt 


pn- 
ble 
on 
sed 


ms 


an 
er, 


xt 


ion 
lew 
ra- 
nel 
ers 


for 
hat 
Tr a- 
ach 


ing 


‘ter- 
ries. 
ar- 
the 
ell, 
ren- 
ber, 

re- 
and 


ver 
is @ 
sted 
nce 
hen 
ave 


the 


a 


“ a AOS 9 EN ot Sle aati Ro ten 8 nie al eet 
a tains en a NN A NE NT EEN EE EE: —_ 


ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 2311 


are firm believers in the fact that adequate planning funds will actu- 
ally'save money for the American taxpayer. 
Our program out here has been one of tremendous benefit to every 


segment of our society, and we sincerely hope that the free waterways 
will continue to prevail. 


Mr. Jones. Thank you very much, Mr. West. Any questions? 

_ Mr. Lirscoms. Thank you for bringing us so much new informa- 
tion. 

Mr. West. I would like to submit a resolution from the Pacific Sup- 
ply Cooperative of Walla Walla, Wash., which is a farm cooperative 
organization which serves 70,000 farmers in the States of Oregon, 
Washington, Idaho, western Montana, and northern California, en- 
tering their opposition to the question of tolls and user charges. 

Mr. Jones. Without objection it will be made part of the record at 
this point. 

(The letter and resolution are as follows :) 


Paciric SupPLY COOPERATIVE, 
Walla Walla, Wash., November 30, 1955. 
Hon. Rosert FE. JONES, 
Chairman Special Subcommittee on Water Resources and Power, 
House Committee on Government Operations, 
Washington 25, D.C. 


DEAR CONGRESSMAN JONES: I hereby authorize Mr. Herbert G. West, execu- 
tive vice president of the Inland Empire Waterways Association, to present for 
the record the attached resolution which I certify was passed at our recent an- 
nual meeting, voicing our opposition to tolls or user charges on our inland 
waterways. 

Pacific Supply Cooperative is a farmer marketing organization serving ap- 
proximately 70,000 farmers in the States of Oregon, Washington, Idaho, western 
Montana, northern California. 

Sincerely yours, 
R. E. Burrows, President. 


RESOLUTION No. 6 
TOLLS OR USER CHARGES 


Whereas the (Hoover) Commission, an organization of the executive branch 
of the Government, recommended that user charges or tolls be assessed on all 
inland waterways, and, 

Whereas free use of our inland waterways dates back to one of the first acts 
of the First Congress of the United States on June 13, 1787, and, 

Whereas every President of the United States from George Washington down 
to President Eisenhower has advocated and supported the national policy of free 
waterways: Now, therefore, be it 

Resolved, Pacific Supply Cooperative does vigorously oppose the enactment 
of any legislation that would impose tolls or user charges for the transport of 
persons or property on our domestic waterways. 

Moved for adoption by Chairman Hill, seconded by Paul Reynolds, Quincy, 
Wash., and carried unanimously. 


Mr. Jones. Mr. George Greenfield. 


STATEMENT OF GEORGE A. GREENFIELD, BOISE, IDAHO, STATE 
CHAIRMAN, DEMOCRATIC PARTY OF IDAHO 


Mr. GreenrieLp. Mr. Chairman and distinguished members of the 
committee, my name is George Greenfield. I am a Boise, Idaho, at- 


torney; and am presently State chairman of the Democratic Party of 
Idaho. 
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With the committee’s permission I should like first to report the posi- 
tion of the Democratic Party of Idaho with respect to resource develop- 
ment in this State. The manner in which it is at variance with the 
program and apparent philosophy of the Hoover Commission will be 
self-evident. In 1954, in convention at Idaho Falls, Idaho, the Demo- 
cratic Party adopted ‘unanimously the following platform plank : 

Idaho has been blessed with the richest natural resources of any State in our 
great Union. Yet, unless these resources are fully utilized, it is clear that our 
State will not grow. 

We therefore favor sound progressive development of our State’s land and 
water resources. Realizing the tremendously important role of agriculture in 
our State’s economy, we favor full protection of all present and future irrigation 
and other water rights, and that any future power development shall always 
be subordinate to irrigation. 

The Democratic Party denounces Republican obstructionist devices designed 
to prevent or retard full utilization of the State’s power and water resources for 
the benefit of all the people, their enterprises and interests. In accordance with 
this philosophy, we oppose the Republican advocated plans of Douglas McKay to 
turn over our priceless heritage of valuable dam sites to a private monopoly. 
Only through Federal development of a high dam at Hells Canyon can our water 
resources be fully utilized and provide maximum irrigation, navigation, flood con- 
trol, recreational, and low-cost power benefits. We propose a program that will 
make available low-cost power for the early development of new industry and 
utilization of our State’s vast phosphate and other mineral resources. 

Realizing the tremendous losses suffered by Idaho’s citizens from floods, par- 
ticularly those on the Kootenai River, the Democratic Party pledges itself to 
work for such measures as may be needed to stop flood loss in Idaho. 

We propose immediate authorization and construction of downstream projects 
necessary for navigation. 

You may therefore be certain that the Democratic Party of Idaho 
is solidly behind full development of the water resources of this State 
on a comprehensive basis, and flatly opposed to any program that 
would relinquish our great public heritage to private interests for 
private exploitation. 

I do not mean to inject in the hearings any more of a political note 
than necessary, but thought it necessary and advisable to acquaint the 
committee with the position of one of the m: ajor parties of this State 
in the issues involved in the Hoover Commission’s Water Resources 
and Power Report. I trust that the committee from time to time will 
find a like expression of position from the opposing party. 

Mr. Lirescoms. To my knowledge the committee is not being used for 
political purposes. Do you advocate the use of a committee such as 
this for political purposes? 

Mr. Greenrievp. I particularly meant to defer to the committee 
and not be using it fora political purpose, I nevertheless feel when we 
are dealing with a major change of policy in our national water re- 
sources program, it is reasonably impossible to separate it from polli- 
tics. The only instruments through which these changes take place are 
the political instruments of the two political parties. I simply wanted 
to acquaint the committee with the position taken by the party I rep- 
resent. Ifthe Republican Party wishes to acquaint the committee with 
its position, Iam sure they will do so. 

Mr. Lirescoms. Your resolution is not specifically directed to the 
Hoover Commission report. 

Mr. GreenFriecp. Not at all. It is merely a party platform plank 
of last year directed towards the party position on resource develop- 
ment in Idaho. 
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I would like now to state to the committee certain of my personal 
conclusions derived from a study of the Hoover report and the reasons 
why I feel its recommendations are not in the public interest and in 
fact are diametrically opposed to the welfare of this area and the 
economic and social future of Idaho. 

In reading the report one is first impressed with the fact that the 
Commission was conceived and brought into being for the principal 
purpose of bringing increased order, economy, and efficiency to Fed- 
eral governmental operations. It is only natural, therefore, that the 
whole tenor of the report should be a negative one of caution, con- 
struction, and limitation. 

Insofar as it criticizes wasteful practices, duplication of effort, 
incompetence and inefficiency, it is serving its delegated function and 
doubtless has provided data from which the Congress may find help 
in its future legislative deliberations. But I firmly believe that no 
objective reader of the report can avoid arriving at an opinion and 
observing that its major conclusions, purported findings, and recom- 
mendations go far beyond the task delegated. 

Under the guise of an efficiency study the Commission has spent 
the public money to build and argue a case for the complete abandon- 
ment of long-range comprehensive resource development in the West 
under Federal leadership and guidance. Should the Commission’s 
recommendations be adopted by Congress, I believe we in Idaho ean 
resign ourselves to permanent economic stagnation and stalemate, 
and the rest of the West will be scarcely better off. 

Idaho’s problem is somewhat different than that of some of our 
neighboring States. Remote from large centers of population, iso 
lated by geography and terrain, we are essentially an agrarian State, 
although in some areas substantial timber and mining activity pre- 
vails. Our economy, in other words, is based almost in its entirety 
upon the development and utilization of the natural resources at our 
disposal. Accordingly, we have a deep interest and concern with 
Federal programs designed to assist us in accomplishing these ends. 

Although it is impossible with the time allotted to go into a discus- 
sion of each of the recommendations of the Commission, because I 
come from the southern part of the State, and because I assume there 
would not be, and apparently there will not be, a great deal of con- 
sideration given to the irrigation phases as they are affected by the 
Hoover report, I thought I would like to comment on that as the 
principal subject of my remarks. 

It is generally recognized in Idaho—and the matter has been very 
thoroughly studied by the Bureau of Reclamation—that no further 
irrigation projects of any consequence can be undertaken in this 
State without financial assistance to the new farmers in paying for 
project construction. In the past, this assistance has been available 
from power revenues of Federally constructed and operated dams 
in the same general area. Under the recommendations of the Com- 
mission all power revenues from Federal dams would be deposited 
in the miscellaneous receipts of the United States Treasury and each 
of the projects would be required to go to Congress yearly for its 
operating appropriation. 

Apart from the rather obvious handicap this would be to the ad- 
ministration of these individual programs themselves, the principal 
tragedy that I observe is that this would eliminate power revenues 
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as a source of irrigation assistance, and would in turn ring down 
the curtain on future reclamation development in the Western States. 
It is impossible to state too strongly our opposition to this retrogres- 
sive scheme. 

We in Idaho have long suffered, and painfully, from our isola- 
tion, our high freight rates, and the long distances we must ship our 
products to market. We believe we can fairly ask for help from 
the rest of the United States in developing our water resources to 
produce the food, minerals and forest products that flow in such great 
quantity in the stream of our national economy. 

We bitterly resent a program that would turn our water resources 
to eastern owned private monopoly for piecemeal private exploita- 
tion. The commission’s report discloses that America will have a 
population of some 221 million persons by 1975. All over the world 
there are millions suffering dietary deficiency, if not actual starva- 
tion. New agricultural land and more food must inevitably become a 
pressing problem in the immediate future. 

We cannot tolerate a national water policy which endangers, if it 
does not eliminate, future irrigation development in our Western 
States and, of course, here in Idaho. 

We urge that Congress reject the recommendations of the Commis- 
sion, with particular emphasis on the recommendations affecting 
future irrigation, and that it return to a program based upon full 
and comprehensive resource development, actively and aggressively 
led by the appropriate Federal agencies. 

Mrs. Grirriras. Thank you very much, Mr. Greenfield. Any ques- 
tions? 

Mr. Liescoms. Do you have any idea, Mr. Greenfield, how much 
in appropriations is needed by the State of Idaho. 

Mr. GreenrrecD. For what purpose? 

Mr. Lrescoms. For these downstream projects necessary to naviga- 
tion ? 

Mr. GREENFIELD. I was not aware that I had referred to navigation. 

Mr. Lirscoms. In the resolution that you read it said: 

We propose immediate authorization and construction of downstream projects 
necessary for navigation. 

Mr. GREENFIELD. Oh, you are referring to that political platform 

lank. I have no idea at all. I simply included that in my statement 
in order to indicate the attitude and underlying philosophy that the 
Democratic Party in Idaho has expressed so that the committee might 

have an idea of the opinion at least of a substantial number of people 
on these problems. 
Mr. Liescoms. How do you stand on the reduction of taxes and 
national debt, and the reduction of nonessential expenditures in 
genera] ? 
Mr. GreenrieLp. I would answer that in this way. Of course I 
am in favor of reducing taxes if it can be made possible. I am in 
favor of reducing the national debt if it can become possible. But I 
do not view the elimination of many of the essential services of the 
Federal Government, I do not view the elimination of the national 

rogram that we have enjoyed for 50 years of resource development 
in the West as the elimination of nonessential services. I think it is 
an elimination of essential services. And I think it is a very regres- 
sive thing to undertake it, as this report would purport to do. 
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Mr. Liescoms. Do you think we should re-evaluate some of these 
projects to find out if they are economically sound or still needed? 

Mr. GreenrieLp. Are you referring to irrigation projects? 

Mr. Lirscoms. All of the projects you are talking about in your 
resolution—these downstream projects necessary for navigation. 

Mr. Greenriexp. If there are projects that are not necessary for 
navigation and they perform no useful function I suppose they could 
be eliminated. I do not know of any. 

Mr. Lirscoms. It is something that Congress and the Bureau of 
the Budget and the Corps of Engineers and all of the rest, should 
re-evaluate ? 

Mr. GREENFIELD. I suspect they do re-evaluate them from time to 
time. 

Mr. Lirscoms. Are you familiar with recommendation No. 7? 

Mr. GREENFIELD. Not by number. 

Mr. Lrescoms. “That all projects declared obsolete or unsound by 
the Chief of Engineers should be removed from Congressional 
authorizations.” 

Mr. GreenFieLp. That is with respect to navigation. 

Mr. Lipscoms. That is with respect to all of these projects. 

Mr. GreenFiELD. My recollection is that was with regard to navi- 
gation, but you may be right. What page is it on? 

Mr. Liescoms. That is on page 83. 

Mr. Greenrievp. That is in the chapter, “Federal Agencies In- 
volved in Navigation.” 

Mr. Lirscoms. That is what you are talking about in your resolu- 
tion. 

Mr. GREENFIELD. That is mentioned in the platform plank and I 
assume if there are obsolete projects that serve no further useful func- 
tion that the Corps of Engineers should recommend they not receive 
any more money, and I suppose Congress would not authorize it. 

Mr. Lirscoms. Then basically you are in favor of recommendation 
No. 7 in the Hoover Commission report ? 

Mr. GREENFIELD. I certainly do not mean to say that there is 
nothing that the Hoover Commission has done I would not be willing 
to go along with. But I cannot see, Congressman, in what manner 
recommendation No. 7 represents a new step in governmental manage- 
ment. I am sure that if the Corps of Engineers has a project that is 
obsolete and unused, and performed no useful function, that they do 
not go to Congress and ask for an authorization and appropriation to 
operate it. 

Mr. Lipscoms. There are many authorizations on the books today 
that are still on there with nothing being done about them. This is 
to remove them from Congressional authorization. 

Mr. Greenrietp. I would have to know what project you are 
talking about and whether or not the facts indicates it was essential. 
If it is not essential and it does not serve any useful purpose I assume 
it should be eliminated. 

Mr. Lrescoms. Basically, if this is not being done now you agree 
that maybe it is something we should look at and it might be a good 
recommendation ? 

Mr. GREENFIELD. I think if the Corps of Engineers continue to ask 
for appropriations for projects which are serving no useful purpose, 








2316 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


they should stop it. But I do not think it would take new legislative 
authority to effect that. It is just an administrative problem. 

Mr. Liescoms. Are there any other recommendations in the Hoover 
Commission report that you may be favorably inclined toward ? 

Mr. GREENFIELD. I was ence, inclined to the point of view that 
water resource management can best be undertaken on a basin basis. 
That was not developed to any extent in the Report as I recall it, but 
IT am inclined to think that a river basin basis is likely the best basis 
on which to manage water resource development and project control. 

Mr. Lirscoms. Are you satisfied today with the way our water 
resources policy is working, or do you think it should be implemented, 
or a good look taken at it by Congress? 

Mr. Greenrievp. I think our water resource program and policy as 
developed over the last 40 to 50 years has been a very good one and 
has been in the right direction. I am certainly inclined to agree with 
you its implement: ition in recent years has been insufficient and inade- 
quate and unsatisfactory. 

Mr. Lipscoms. Are there any of these recommendations, such as 
recommendation No. 1 (a) through (i) that you feel would be worth- 
while to put into effect? 

Mr. GreenrieLp. I particularly endeavored not to go through 
these recommendation by recommendation for the reason that com- 
ments on 15 separate recommendations would take too much time. I 
suppose I could certainly agree with Recommendation 1 (a), wher- 
ever it is. 

Mr. Lirscomp. 1 (a) is on page 30. Excuse me for interrupting. I 
think we all can agree on that very readily. 

Mr. Greenrietp. When I say in my statement that I urge the com- 
mittee to recommend to Congress that they reject the Hoover Com- 
mission recommendations I will concede that is a broader statement 
than I intended it to be. I mean that I believe the committee should 
urge Congress to reject the basic philosophy and approach of the 
Hoover Commission report. I think it is regressive and is a step 
backward and will destroy much that has been accomplished in the 
last forty years in America and particularly the Western States. 

Mr. Livscoms. That is what I was coming to. You ask Congress 
to reject the recommendations of the Commission and yet you your- 
self concede that we should look at the recommendations of the Com- 
mission to see if we cannot come to some kind of conclusion that will 
be helpful to the Nation as a whole. And, as you pointed out very well 
in your statement, this is a start towards looking into this problem. 

Mr. Greenrreip. I would not ask the committee to be arbitrary in 
throwing the whole thing out. 

Mr. Lirscoms. Then you say, “that it return to a program based 
upon full and comprehensive resource development,” and so forth. 
The Hoover Commission recommendations have not been adopted. 
The Congress is just looking into them. So we do not have to “return” 
to the program which you pointed out has been working very well in 
the past 50 years, and that includes up to November 1955. 

Mr. GreenrreLp. When I say return to a program of comprehensive 
resource development led by the Federal Government aggressively and 
vigorously, I think I am correct in saying “return to it,” because I 
do not believe that in the last 3 or 4 years there has been the leadership 
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and vigorous activity that there has been in the past. There has been 
on the other hand a decline and a turnabout in the Federal resource 
development policy that has moved forward up to that time. 

Mr. Lirscoms. Are you speaking nationally, or with respect to one 
specific region ? 

Mr. GREENFIELD. I am speaking nationally in my opinion. 

Mr. Liscoms. You and I have different viewpoints, as you well 
know, and we are injecting into the subcommittee hearing a ‘political 
note which I do not believe has any place in it. 

Mr. GREENFIELD. I am not speaking politically now. 

Mr. Lirscoms. But I am going to testify, and I think a lot of people 
will back me up, that we have been going ahead. You may pick out 
something vou do not agree with, but I believe throughout the coun- 
try, In my opinion—and other members of the committee can have a 
different opinion—it has had aggressive leadership. 

Mr. Greenrtecp. I think there has been aggressive leadership in 
giving away the national resources of America as fast as possible. 

Mr. Lipscomr. You cannot point out any specific examples. 

Mr. Greenrrevp. I can point out tidelands oil, Dixon- Yates, and 
Hells Canyon, and others perhaps. 

Mr. Lrescompr. I do not even think the people of your own party in 
Texas will agree with you, or the people in Louisiana, that the tide- 
lands oil was a giveaway. However, I think this is beside the point. 
Even the people in your own party would not agree with you. Is 
that right ? 

Mr. Greenrreip. Oh, do you honestly want me to comment on that? 
There are doubtless people living in the tideland States who are de- 
lighted to get all of that oil themselves, from the standpoint of the rest 
of America it was a giveaway in my opinion. 

Mr. Lirscoms. You are entitled to your opinion, sir. I have never 
denied that. 

Mrs. Grirritus. Is that all of the questions you have, Mr. Lips- 
comb ? 

Mr. Lipscoms. Yes. 

Mrs. Grirritus. Thank you very much for a very fine presentation. 

Mr. GREENFIELD. Thank you very much. 

Mrs. Grirritus. Mr. David Doneen. 


STATEMENT OF DAVE DONEEN, FARMINGTON, WASH., DIRECTOR, 
NATIONAL ASSOCIATION OF SOIL CONSERVATION DISTRICTS 


Mr. Doneen. I have a brief statement which I would like to read 
for the record. 

Mrs. Grirriras. You may proceed, Mr. Doneen. 

Mr. Donren. Mr. Chairman and members of the committee, I am 
Dave Doneen from Farmington, Wash., a farmer, a soil conservation 
district supervisor, and a director of the National Association of Soil 
Conservation Districts. This opportunity to appear before you is ap- 
preciated, especially since I do operate my own farm and have 100 
miles to go over slick roads to do my chores. 

I will confine my brief remarks to section 6 of the Report. of the 
Commission on Organization of the Executive Branch of the Govern- 
ment on Water Resources and Pow er, which recommends that— 

70818—56—pt. 12—6 
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the construction of headwater dams in the flood control program of the Soil Con- 
servation Service be transferred to the Corps of Engineers. 

Gentlemen, if this recommendation should become effective, the very 
principle of land treatment and reservoir construction program as a 
coordinated effort would become inoperative. This is true, because 
separating the land-treatment phase and the dam-building phase of 
the program will break down the coordinated relationship of the two. 
We believe that proper land treatment must go hand in hand with the 
construction of any water retention structure—and that is especially 
true in our small watersheds. 

Historically, the Corps of Engineers has not concerned itself with 
nor has experience in Jand-treatment programs. Neither has the corps 
concerned itself with assisting on local initiated programs of water 
control which Public Law 566 allows. 

Furthermore, I believe that it would be a duplication of effort at 
the soil conservation district level. It would necessitate the estab- 
lishment of a staff of engineers at the local level, where already the 
Soil Conservation Service has a technical staff, including qualified 
engineers, working on both land-treatment measures and water-reten- 
tion structures. I might add this is being done through cooperation 
with the local soil conservation districts. 

The Watershed and Protection Act, Public Law 566, establishes 
the principle of the interrelationship between land treatment and res- 
ervoir construction as a coordinated program in order to accomplish 
permanent upstream flood prevention and water conservation. 

Since the passage of Public Law 566, most States have designated 
State soil conservation committees and soil conservation districts as 
the State and local entity to initiate and carry out small watershed 
projects. In addition, some States, where it was not possible to make 
this designation because of State laws, have enacted legislation so 
that State committees and soil conservation districts can now initiate 
and carry out such a program. 

Historically, the USDA agencies have been geared to work with 
local people to further their initiated programs. Public Law 566, 
recognizing this working relationship between USDA and local peo- 
ple, has given the Federal responsibility for assisting local people 
in the development of small watersheds to the Department of Agri- 
culture. This carries out the intent of the law, which simply means 
local programing and responsibility with Federal assistance. 

The local control, participation, supervision, management, and 
maintenance by the soil conservation districts and other local entities 
is the foundation to accomplishing permanent small-watershed pro- 
tection. 

As pointed out by President Eisenhower when he signed the Water- 
shed Protection and Flood Prevention Act of 1954, the interrelation- 
ship of proper land treatment and headwater dams is the key to the 
success of the upstream watershed program. 

Therefore I can see no valid reason for, and I am not in favor of, 
the recommendation to transfer the construction of headwater dams 
in the flood-control program from the Soil Conservation Service to 
the Corps of Engineers. 

Mrs. Grirrirus. Thank you very much for a well-thoughtout state- 
ment. Do you have any questions? 
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Mr. Lirscoms. You feel that Public Law 566, the Watershed Act 
of 1954, was a forward step ? 

Mr. Donzen. I most assuredly do. 

Mr. Liescoms. Thank you. 

Mr. Dongen. Thank you very much. 

Mrs. Grirrrtus. Max Yost. 


STATEMENT OF MAX YOST, EXECUTIVE DIRECTOR, ASSOCIATED 
TAXPAYERS OF IDAHO, INC. 


Mr. Yost. Members of the committee, when I prepared this state- 
ment I prepared it intentionally as brief as possible so that you could 
hear as many people as possible, and that was even before our ride 
on the airplane. 

Mrs. Grirritns. We will be very pleased to hear you, Mr. Yost. 
You may proceed. 

Mr. Yost. Iam Max Yost, executive director of the Associated Tax- 
payers of Idaho, Inc. I have been employed by the association since 
July 1946, when it was organized. 

We are primarily a research organization, providing facts about 
Government expenditures and taxes which are used as aids by Govern- 
ment officials, legislators, and taxpayers in making decisions about 
the operation of government. Although the association devotes most 
of its time to local and State matters, it is vitally, if not actively con- 
cerned, with the Federal level, because as the Federal level of govern- 
ment maintains such a high level of taxation, it is more difficult for 
the State and local levels to levy taxes. The taxpayer, in his fight to 
decrease his tax load or at least keep it from increasing, speaks out 
at the handiest place—the local and State levels. 

We are interested in the Hoover Commission report primarily be- 
cause of the expenditures saving which would result if the recom- 
mendations were adopted and, of course, we are primarily interested in 
only those recommendations of the Water Resources and Power sec- 
tion of the report that have a direct effect on taxation or cost of govern- 
ment. Itis to those that I wish to draw attention today. 

Recommendation No. 3: 





That the staff conducting certain of the functions of the Bureau of the Budget 
be strengthened by such professional staff as will enable it to fully perform the 
function of evaluation of the merits of water development projects presented to 
it for appropriations. 

The Associated Taxpayers of Idaho at its annual meeting on 
November 15, 1955, while considering its 1956 program adopted among 
others the following Federal level objective : 

Strengthening of annual congressional control over Federal expenditures, in- 
cluding prompt adoption of needed procedural improvements which require an- 
nual determination by Congress of a fiscal policy relating expenditures, revenue. 
and debt. 

The purpose of the objective is, of course, to strengthen the Fed- 
eral budgetary system to give greater strength to the budget agency 
whose duty it is to scrutinize departmental requests for appropria- 
tions and authorizations. It is impossible for the Bureau of the Budget 
to adequately scrutinize the request for authorization of a project 
unless it has the technical staff with the ability to check the engineer- 
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ing and the extensions of cost, etc., 
feasibility of a project. 

Mrs. Grirrirus. I might interrupt to tell you there is a bitter de- 
bate among Congressmen that the Bureau of the Budget has too 
much control. When we ask for something for our constituents, the 
Bureau of the Budget tells us we cannot have it. 

Mr. Yost. I can see the reason for the debate, Congresswoman. 

Mr. Grirritis. Go right on. 

Mr. Yost. It seems only natural that Congress and the administra- 
tion would want an intermediate check; certainly the taxpayers of 
this State would. 

Recommendation No, 5: 


as well as the ability to check the 


That the revolving funds be abolished and all moneys payable into these funds 
be covered into the general fund of the Federal Treasury and all project funds be 
appropriated by the Congress. 

For several years the association has urged that Federal fiscal op- 
erations be brought under the annual control of the Congress. Since 
the reclamation revolving fund has deviated from its original con- 
cept of “one fund” expanding to many funds, many times inter- 
mingling one with another, making it increasingly difficult for a 
congressional committee to determine costs of a project, we feel that 
recommendation No. 5 would  facihtate congressional control of Fed- 
eral expenditures. It has become increz singly difficult for Congress 
to control expenditures of the Federal Government because of the 
multiplicity of funds and agencies who operate on congressional 
authorization of previous years which carry over from fiscal year to 
fiscal year. Any curtailment of this procedure is a vital step to sound 
fiscal policy. 

Recommendation No, 7—that has been talked about before, today : 

That all projects declared obsolete or unsound by the Chief of Engineers should 
be removed from congressional authorization. 

It seems inconceivable to us that obsolete or unsound projects would 
be allowed to remain on the books. The Commission reports list 
$976,600,000 of such projects. 

Recommendation No. 8 

That Congress authorize a user charge on inland waterways except for smaller 
pleasure craft, sufficient to cover maintenance and operation, and authorize the 
Interstate Commerce Commission to fix such charges. 

There has been an increasing trend, especially during the last dec- 
ade, for Government units and agencies to lean more heavily on service 
charges as a source of revenue, especially at the local level. For the 
most part, when a service can be defined as to the benefit for a partici- 
pant, it generally is not a part of those services classed as general 
government, and, therefore, should be paid for by the indiv idual who 
receives a direct benefit from the service, and in proportion to his 
use of the service. There is no better method of equalizing the cost 
of the service. If there is an attempt to spread the charge or expense 
over too large a group by general taxation on the premise that any 
service in any area benefits all by mere chain reaction, then the rela- 
tive measure of actual need to the cost is lost. What is a better 
measure of need for a service than whether it will be paid for by use? 
This philosophy must, of course, be tempered if there is an actual 
factor of national defense contained in a project. 
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Recommendation No. 9: 


That the Congress empower and direct the Federal Power Commission to fix 
the rates on Government power sales at such levels as will— 

(a) Eliminate the inequities now imposed upon the great majority of the 
people ; 

(b) Amortize and pay interest on the Federal investment in power, plus an 
amount which will equal Federal tax exemption based upon the Federal taxes 
paid by the private utilities ; and 

(c) Provide payments in lieu of full taxes to the State and local government 
equivalent to those the private utilities would pay. 

Although the association is deeply concerned with sections (a) and 
(6) of this recommendation, we are patricularly interested in section 
(c). In Idaho, both State and local governments generally are having 
a difficult time in financing the necessary functions of vovernment, 
and although we don’t want any special treatment, we do need every 
available source of revenue. 

I do not like to use the words “source of revenue” because there is 
only one source, and that is the taxpayer. 

For example, we estimate, without going into detail, that Idaho 
will need nearly $200 million of new assessed value, new wealth, in 
the next 7 to 10 years, in order to maintain the existing level of educa- 
tion. This is due largely to the increase in school-age population and 
increase in educational costs over which local administrators have no 
control. 

Idaho needs the full tax revenue from every development of a nat- 
ural resource in Idaho, and it should rightfully receive it from those 
who participate in the development and those who pay for the product 
in propor tion to their use of the product. 

To cite only one example, we have here in Idaho an average county 
where, along with other economic developments, agriculture, Main 
Street business and some small industrial development, there is private 
hydroelectric development, as well as some large industrial plants. 
The large industrial development was located there for many reasons, 
but pr incipally because it was near the source of the raw mineral and 
the railability of rail and power, and because the tax rate in that 
oounts is attractively low. 

The large industry in that county—as differentiated from private 
power or utilities—pays $85,649 in property taxes, while the power 
company, which furnishes the power for the industry and helps make 
a healthy and attractive tax picture, pays $127,056 in property taxes. 

The foregoing example considers only property tax. There are many 
other types of taxes paid by the power utilities to the benefit of State 
and local levels of government in Idaho. You may be interested to 
know that the power utilities pay approximately 10 percent of the 
property taxes in Idaho. Of course, that percentage is statewide; in 
particular areas of counties, the percentage would be much greater. 

Idaho needs not only the additional tax base that increased industry 
will furnish, but it needs the taxes available and payable from the 
development of its waterpower along with its other natural resources. 

Thank you for the opportunity of being heard. 

Mrs. Grirriris. Thank you, Mr. Yost. 

Mr. Larscoms. Mr. Yost, do non-Federal agencies in Idaho make 
pees in lieu of taxes now to the State and local governments? 

r. Yost. There are some agencies that do. There are in-lieu pay- 
ments from certain housing acts. There are—I cannot recall others at 
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the moment. Yes, there are. Some of our school aid is computed on 
the basis of Federal agency impact also. I do not know whether you 
include that as an in-lieu payment or not. 

Mr. Lirescoms. You have electrical cooperatives. 

Mr. Yost. Those pay a property tax on the same basis, assessed by 
the Idaho State Tax Commission, as other power utilities would. 

Mr. Lirscoms. In your recommendations on recommendation No. 
9 (¢), are you referring to Federal utility developments? 

Mr. Yost. Oh, yes. The construction of 

Mr. Liescoms. Dams? 

Mr. Yost. Dams and, frankly, other services that would be develop- 
ing and using a natural resource. 

Mr. Lirscompr. I take it that your group is in favor of the in-lieu tax 
bills now before Congress? 

Mr. Yost. Frankly, they have not considered them yet of recent 
date and have not taken a position on them. 

Mr. Liescoms. You know they are in, though ‘ 

Mr. Yost. Yes. 

Mr. Liescoms. Thank you. 

Mrs. Prost. May I ask a question or two, please’ Mr. Yost, you 
are speaking here on page 2 about abolishing the revolving funds on 
irrigation projects. 1 am sure you are familiar with page 51 which 
states that the farmers up to June 30, 1952, had paid approximately 
$95 million of the $1,040 million that has been paid out? 

Mr. Yosr. Frankly, I am not familiar with the exact figures. 

Mrs. Prost. It is a part of this Hoover report. 

Mr. Yost. Yes. 

Mrs. Prosr. I am disturbed, since you and I both come from the 
Boise Valley, about future irrigation projects, because I believe we 
both know that the very wealth of the Boise Valley is dependent upon 
seven irrigation projects that have been built by the Federal Govern- 
ment eon approximately 1904, which is when irrigation was first 
started. 

When you say Idaho needs additional tax revenue from an addi- 
tional $200 million of assessed valuation yearly I am wondering if 
you cut out the revolving fund to further irrigation, how are we going 
to get this increased tax revenue you are speaking about ? 

Mr. Yost. Well, Congresswoman Pfost, I believe it can be done 
without a revolving fund. Possibly we should define a revolving 
fund. It should be kept on account, yes; but strictly on that par- 
ticular account, and through congressional appropriation as the need 
arises. 

As I understand the findings of the Hoover Commission, the accept- 
ance by the Hoover Commission of the task force’s findings brought 
out that these revolving funds oftentimes were not used as an ac- 
count but as intermingling funds so that identity was lost. I do not 
think, frankly, that that is proper bookkeeping. Maybe I am going 
back to my old profession as an accountant for that. Maybe I am 
reaching—— . 

Mrs. Prost. You do not mean to say that bookkeeping procedures 
lost track of the Arrow Rock Dam and we do not know whether it is 
paid out? 
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Mr. Yost. That is what I understand the Hoover Commission found, 
in.certain particulars. Maybe not on the Arrow Rock or Boise Valley 
projects. 

Mrs. Prost. I think it is a bookkeeping procedure, and this would 
indicate here that they do have a record of what has come back in. 
Certainly I for one would like to see $95 million projected into a new 
field.. I gather you would like for each of these dams to pay interest 
upon their investment. You are recommending that in your state- 
ment. 

Mr. Yost. Interest and taxes. 

Mrs. Prost. Interest and taxes upon the investment ? 

Mr. Yosr. If there is a definite revenue factor. 

Mrs. Prost. Had you harassed the taxpayers of the Boise Valley 
with interest and taxes on those reclamation projects that were started 
50 years ago, do you think that those projects would actually have 
aan a and that those irrigation projects would have become a 
reality 

Mr. Yost. Well, it is possible, Mrs. Pfost; I was thinking more 
of the service type of development of natural resources rather than 
the irrigation source. You know how close to my heart irrigation 
is. However, the farmer is paying back directly in relation to the cost 
of the Boise project, is he not ? 

Mrs. Prosr. Yes, indeed. Personally I would hate to see a tax 
levied upon the investment in Arrow Rock Dam and harass our Boise 
Valley farmers again not only with the assessment on that dam but 
try to harrass them with interest during the time they were struggling 
and trying to get a start in the Boise Valley. Would you do that to 
the future irrigators in the State of Idaho? 

Mr. Yosr. If there were a private industry that was attempting to 
sompete or attempting to develop that resource, I am afraid I would. 

rs. Prosr. Would you recommend we turn over these irrigation 
developments to private industry ? 

Mr. Yost. No. There has been no effort to do that excepting in 
private cases. 

Mrs. Prosr. That does not answer my question. 

Mr. Yosr. If a man develops an irrigation project on his own ranch 
and thereby increases the value of his ranch, he does pay tax on that 
development, does he not ? 

Mrs. Prost. He does on the value of his farm, of course. And that 
is why I feel we certainly need to use every method we can to develop 
the use of additional land. I am just as much cognizant as you are 
that we do have to have additional tax revenues in the State of Idaho 
if we are to have the roads and pay our schoolteachers the salaries ad- 
joining States are paying, and to have the industrial growth and jobs 
for our people. 

Mr. Yost. Exactly. 

Mrs. Prost. We are going to have to have some industrial growth. 
If I understand your report correctly, you would then have dams built 
in the future by private concerns and private companies and you would 
want the taxes paid on them. In other words, it would practically 
cut off any future development so far as dams for irrigation or power 
are concerned. 

Mr. Yosr. Now, Mrs. Pfost, you know I am not going to recommend 
that. 
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Mrs. Prost. I wanted to make sure what you are saying here. 
Mr. Yosr. That is the point, Mrs. Pfost; I believe, where the in- 
dividuality of a project should be considered, you see. 

Mrs. Prosr. Just take my position on that. How am I, one of 
435 Members of Congress, going to be able to pick out some little 
project out here in Idaho and be able to sell 434 other Members of 
Congress, or at least more than 50 percent of them, everytime a single 
small project comes up? How am I going to sell them on the idea 
over and over again of a complete appropriation for that project 
rather than handling it through the Bureau of Reclamation’s revolv- 
ing fund, as we seaelane doing it? 

Mr. Yosr. I think that is where the Bureau of the Budget and the 
technical staff of all the agencies comes into the picture. 

Mrs. Prost. If you followed one of us around for a while 

Mr. Yosr. I tried to. 

Mrs. Prost. And saw how we try to get some of these projects 
through ; as Congresswoman Griffiths so ably said a few moments ago, 
you would find it is pretty hard to convince those people that we out 
here in the West need that particular thing. 

Mr. Yost. I understand that point, I think, reasonably fully. 

Mrs. Prost. Thank you very much. 
Mr. Yost. Thank you. 

Mrs. Grirrirus. Mr. Asher Wilson. 





STATEMENT OF ASHER B. WILSON, PRIVATE CITIZEN, 
TWIN FALLS, IDAHO 


Mr. Witson. Madam Chairman and members of the committee, 
my name is Asher B. Wilson. I live at Twin Falls in southern Idaho 
on an irrigated tract that was put on by private industry back in 1902 
to 1904. lama lawyer. I have lived in this State since 1914. I own 
irrigated lands and operate them on the Twin Falls tract, and have 
since 1915. 

Mrs. Grirrirus. If you are operating irrigated lands, how do you 
feel about this revolving fund ? 

Mr. Witson. May I say one other thing first ? 

Mrs. GrirFirus. Surely. 

Mr. Wizson. For many years I have represented at times my city 
on civic matters, and my county, and the State of Idaho for more than 
25 years I represented the State on boards and commissions. I have 
had a chance to watch the operations and assist in the operation of 
funds and of revolving funds. I have seen in my State after we— 
and I say “we” because I helped to direct getting our revolving funds 
for the educational system of the State of Idaho and built it up to 
where we had quite some funds each year to help those poor schools 
out in the outlying territory because they needed it worse than the big 
schools—I have seen that revolving fund taken away under the theory 
that we should not have revolving funds, and every time we needed 
a penny they felt that it should come from direct appropriation. In 
that same legislature where they took away this revolving fund— 
which was sacred not only to my heart but to the heart of everyone 
who knows education has to have money and much of it annually— 
a resolution was passed by the legislature, submitting a change in 
Idaho’s constitution to be voted on 2 years hence, and in 2 years they 
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amended the constitution of Idaho, providing that all gasoline tax 
that was raised, with the exception of some to go back to counties, must 
be inviolately kept in the highway fund for the construction of high- 
ways. An act for highways as against a revolving fund for the balance 
of our State. It threw us educationally for a goal and we have not 
been able to come back yet. . 

These people who testified we cannot raise money to run our State 
with know, it is all because they will not tackle the sources that they 
have available for taxation. 

Now, pardon me for coming into that, but you asked how I felt on 
that revolving fund. I am not the only one who feels that way; there 
are thousands who feel that way in this State. 

I heard George Greenfield and the Congressman from California 
discussing the matter of the resolution by the Democratic Party in 
Idaho 2 years ago, which he was speaking about in regard to these 
river developments. That was in the resolution and that was your 
question. All right. I sat on the committee that helped to draft that 
and forced it on the Democrats of my State to find out whether or not 
my people would elect anyone on a ticket of that kind. We elected 
the secretary of state. We elected a State treasurer and almost elected 
the State superintendent. Other matters interfered in the election of 
the other candidates. I mention it to bring out that which I thought 
you should know, that most of the people are not for destroying the 
right of the Government and our right to receive development of our 
lands and water resurces. 

We speak of private initiative. I believe in that myself, and if I did 
not I would not be here today because I would not take my time to 
bother with anyone but I would just be sitting on the sidelines some- 
where. I reside in approximately the center of 750,000 irrigated 
acres. That is in the center of the State. 

There is another big irrigation down in the Boise Valley and over 
at the east end of the State. All of those that were put on by reclama- 
tion came through all right. One put on by private industry, the 
first one, which I live on, came out all right. Water rights sold for 
$25 an acre and they were able to develop it for that. The people who 
put that on were not money-grabbing people, but they were farseeing 
people who wanted to develop, and that is the reason why we got that 
development. The next reason, of course, was it was cheap to get the 
water out of the river. 

Hot on the heels of that Twin Falls development in the early days, 
about 1907 I guess, there came from the East what was known as an 
irrigation group. They were going to develop some 190,000 or 200,000 
acres of Twin Falls north side tract around Jerome for irrigation out 
of the Snake River. However, the water was not there. Those people 
suffered down through the years that came out there and put their 
lives and money into the project. The bondholders who financed 
that have suffered. I happen to be one of the bondholders, and I 
have been. Most of those are gone now that made the original invest- 
ment in bonds. Some of the children are gone, and the grandchildren 
are gone. Those bonds were held by a bondholders’ committee. The 
bondholders’ committee after a while was wiped out by forming a 
little corporation to act for bondholders. It is still running down 
there, and still piddling around with those assets and once in a while 
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we get 2 or 5 dollars a year on dur investment, or something like that, 
on the millions originally loaned. 

The interest will never be paid on that big project, much less the 
principal. That is one of them. 

Down near Burley and Oakley there is the Goose Creek project, 
which went practically down to nothing for the bondholders. I don’t 
ene but it was about 15 percent they paid. They are wound up 

ough. 

Over on the Salmon Creek section south of Twin Falls they sold 
170,000 shares to irrigate that many land acres. Finally, after they 
lost out, the people who settled there in about 1910 or 1911 out comes 
Clay Tollman, when he was Land Commissioner of the United States 
Land Office under the Interior Department, and he got the boys to 
agree to cut the tract to 35,000 acres. I owned land there and I was 
interested there, but we could not make it go even at that reduction. 
It should have been cut to 20,000 acres. 

Since then those who remain have bought up all of the water rights 
in South Hills and have gotten more shares and have gotten along 
pretty well on the Salmon River tract. Last year and this year they 
raised a very mediocre crop on account of the snowfall not being 
sufficient. 

Mrs. Grirrirus. It will be sufficient this year. 

Mr. Witson. No. It will never be sufficient down there. We are 
afraid of it, on account of irregular snowfall. 

Mrs. Grirrirus. All right. 

Mr. Witson. We put in the American Falls dams in the early 1920’s 
which gave us all extra water along the Snake River and took care to 
some extent of the north side Twin Falls tract but did not give the 
bondholders anything. Keep that in mind. And the north side did 
not get enough water then even. 

Since then the Twin Falls north side tract took the water that was 
to go on the Minidoka north side extension project to be developed 
for reclamation. The Twin Falls north side tract were years getting 
reclamation to do that. But the poor boys who went to World War II 
and Korea are now taking those lands there on the Minidoka exten- 
sion and the Government is putting in these very deep wells and the 
GI boys who file are going to pay through the nose for that. 

The Palisades are coming in, and that will be extra water above. 
What I am trying to show you is that private initiative has never done 
anything right in my State so far as reclamation is concerned except on 
the Twin Falls tract. The only time that they have had proper de- 
velopment is when the Bureau of Reclamation did it. So do not curb 
those people. Do not destroy them. Do not destroy these other 
agencies that they recommend taking out, because most of them are 
necessary. 

To my mind there are five of them. We will say here are the engi- 
neers and reclamation and here is water resources. They are all nec- 
essary to counterbalance one another. Do not cut off those commis- 
sions. Don’t you do it. You may think they are a little cumbersome 
but they are not. I worked in this State of Idaho on different, com- 
missions and different boards. They did not do what I wanted many 
times, and yet those checks and balances saved us from much stress. 
I am not for putting taxes up. When you get to talking about putting 
taxes on dams and such as that, the Supreme Court of the United 
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States, I think it was, decided they could not put the tax on Jackson 
Hole Dam up there, so they could not put a tax anywhere in our State 
or Wyoming. 

When they talk about assessing the dams that is all out the window 
and was settled when I was a young man. They got a change of 
constitution on that, so when the boys get to talking about that they 
are barking up the wrong tree. And I am not for putting in an 
interest rate that will cause any development to keep the price of elec- 
tricity up. When you talk about private power, they do not have to 
cut their rates. If I had time I could tell you one instance when I 
was on a board where I did my level best to get them down, when it 
was public power, but some intervention and some interceding by 
private power interests kept me from accomplishing that. And that 
has kept me on my mettle and watch ever since on that type of 
business. 

I thank you and I think I had better stop. 

Mr. Liescoms. Can I ask a short question? How do you feel about 
recommendation No. 4? 

Mr. Witson. What page is that on ? 

Mr. Liescoms. Page 54, recommendation No. 4. 

Mr. Witson. “That the C ongress amend present acreage limitations 
so as to meet local conditions in the above manner.” Is that what 
you want? 

Mr. Liescoms. Yes. I was wondering what your opinion was of 
that ? 

Mr. Wiuson. I would be opposed to that, sir. Very much opposed 
to it. 

Mr. Liescomp. It says, “The task force considers that a limitation of 
acreage is justified but that the criteria for a family-sized farm should 
not be based on a rigid limitation of acreage but on a basis to meet 
local conditions.” 

Mr. Witson. It may be that it would not pay to develop that, you 
see. Maybe it is not worth developing it if you have to have a large 
acreage to scatter water rights over. I think that has been proven in 
Colorado many, many years before—— 

Mr. Liescoms. How much do you irrigate ? 

Mr. Wuson. I have one 160 and I have one 100 and I have one 80, 
and I have 320 in another tract that is not all irrigated. You see, 
mine was not a Government project. 

Mr. Liescoms. Thank you. 

Mr. Jones. Thank you, Mr. Wilson. It was good to have you. 

Mr. Witson. Thank you. 

Mr. Jones. Mr. Ralph Wickberg. 


STATEMENT OF RALPH WICKBERG, ELECTRICAL CONTRACTOR, 
KELLOGG, IDAHO 


Mr. Wicxzperc. Mr. Chairman and committee members. Wy name 
e 


is Ralph Wickberg, an electrical contractor, residing in Kellogg, 
Idaho. I also am a member of the Idaho Legislature and am Chair- 
man of the Revenue and Taxation Committee, and am now Chairman 
of an Interim Tax Structure Committee. This last-named committee 
is charged with modernizing our State tax structure and to investi- 
gate possible new sources of revenue. 
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This problem of devising new sources of revenue in a State that 
has jurisdiction over only one-third of its physical area is no small 
task. The Federal Goverment now controls two-thirds of our land 
area. Because of this absentee ownership and from the nature of the 
land itself, very little revenue accrues to the State of Idaho. 

Your committee, as I see it, has the problem of assessing the value 
and validity of the Hoover Commission Report on Water Resources 
and Power. You then fairly and equitably consider its effect on the 

ople, local and State governments, and then take your conclusions 

ack to the Congress as a whole. 

I would like to point out to you that of all the revenue raised in 
Idaho for local and State purposes, 44 percent is now raised by prop- 
erty taxes. In conjunction with this we have one of the higher State 
income taxes with a top rate of 8 percent. Now if the Federal Govern- 
ment develops our power and other natural resources, Idaho’s financial 
position will become untenable. 

We in Idaho along with our sister States are having more and more 
demand for State and local services. These services are many and 
varied, such as schools, teachers’ salaries, hospitals, mental health, 
adequate streets and highways, and many others. The people’s de- 
mands for services are outstripping the ability of our present tax 
structure to provide the necessary funds. 

Idaho will then be placed in one of two positions. The people will 
have to forego needed expansion of schools, be unable to pay teachers 
and other State and local government employees a decent living wage. 
In other words, stagnation; or (2) raise our already high income and 
property taxes on the existing taxpayers or institute some other form 
of equally obnoxious method of extracting taxes from our present 
taxpayers. 

Conversely, if all feasible generation and distribution of our power 
resources is placed in the hands of well-regulated private utilities, our 
tax base within the State will be broader. Weshall gain new taxpaying 
units instead of heaping more and larger burdens on existing tax- 
payers. We in Idaho will then be in a position to attract new venture 
capital, which will create more wealth and jobs for our citizens. 

One last item that I may mention is that as State income and prop- 
erty taxes go up, which are deductible before paying Federal taxes, 
Federal tax revenue will go down. 

This in turn will eventually force the Federal Government to raise 
tax rates on all Federal taxpayers, not only to replace revenue lost to 
the States, but also to build the Federal power projects. 

In conclusion, that between the regulator bodies of the Federal 
and State governments adequate electric service can be provided at 
fair and equitable rates by private initiative. This would leave the 
Federal Government free to build the type of multi-purpose projects 
that private initiative and capital are unable to provide. 

Thank you for the privilege of appearing before your committee. 

Mr. Jones. It is good to have you, Mr. Wickberg. Any questions? 

Mr. Liescoms. Mr. Wickberg, does the State of Idaho have a public 
utilities commission, or something of that sort? 

Mr. Wicxeere. Yes, it does. 

Mr. Lirescoms. How has that worked out as far as control is con- 
cerned ? 
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Mr. Wicxserc. Well, they take capital valuation of a utility and 
what it is capitalized at to bring in the power to any particular dis- 
trict. We take the terrain and nature of it and how hard it is to 
build a line and maintain service, and take other factors into considera- 
tion like maintenance of property, and then allow those people to 
make a reasonable return on their investment which, as it is being used 
in our courts, has tended to be 6 to 8 percent. 

Mr. Lipscoms. Has the commission worked pretty successfully in 
the State ? 

Mr. Wicxkserc. In most instances, yes. 

Mr. Liescoms. Does it have control over both non-Federal and 
private utilities? 

Mr. Wicxeerc. It has no control over Federal utilities. No. 

Mr. Lirescoms. Non-Federal. I was referring to municipalities 
and cooperatives. 

Mr. Wicxserc. No. Municipalities do not come under the juris- 
diction of the Idaho Public Utilities Commission. And neither would 
an REA. Their rate structure is separate and figured on that project 
and it is not brought under the Public Utilities Commission of the 
State of Idaho. 

4 a Does the State of Idaho have a water resources 
oard ? 

Mr. Wicxsere. Well, yes they do. They have a water resources 
board, and I know in the last two sessions of the Legislature that a 
great deal of time has been spent and emphasis placed on the im- 
portance of water in the State of Idaho. 

Mr. Liescoms. Does the State of Idaho do any water resources work 
from their own budget ? 

Mr. Wickserc. Yes, they do. 

Mr. Liescoms. And from their own appropriations? 

Mr. Wicxszera. Yes, they do. I cannot tell you the amount because 
I was not on those committees involved. 

Mr. Lirscoms. But they are doing local work by local initiative? 

Mr. Wicxserec. Yes. 

Mr. Liescoms. Thank you. 

Mr. Jones. Thank you again, Mr. Wickberg. Mr. John George. 
You may proceed. 


STATEMENT OF JOHN M. GEORGE, LEWISTON, IDAHO, VICE PRESI- 
DENT, NATIONAL RURAL ELECTRIC COOPERATIVE ASSOCIATION 


Mr. George. I am going to try to be one who gets through in his 
10 minutes of allotted time. There are one or two comments I would 
like to make before I get into the testimony. That is, the REA’s 
do pay taxes. We pay taxes. We pay a property tax. Every REA 
in the State of Idaho and in the Northwest as far as I know pays prop- 
erty taxes. We do not pay any income tax because we do not have 
any income. 

My testimony is in regards to recommendation No. 11 of the Hoover 
Commission, solely. 

My name is John M. George. I live at 1811 Prospect Avenue, Lew- 
iston, Idaho. I have farmed most of my life and still own a farm 
in Nez Perce County, Idaho. I am vice president of the National 
Rural Electric Cooperative Association, which has a co-op member- 
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ship of over 800 members, and we represent 314 million people. That 
is, 344 connected consumers with about—with a percentage ratio of 
population you can figure it out at about 314 times that for the family. 
fore discussing the underlying reasons and necessity for the legal 
porns, it should be noted that the so-called preference sale of 
ederal power is only a priority. It applies only to the availability 
of power generated at Government projects, and not to the price of 
that power. In other words, the statutes are designed only to give 
the electric cooperatives and public bodies the first right to purchase 
Federally produced and Federally marketed power. 

To illustrate, the preference would come into play only if a com- 
mercial power company and a cooperative or public body both wanted 
to buy power and there were not enough for both. In that case, the 
cooperative or public body would be given the opportunity to pur- 
chase what it needs. 

That is all that the so-called preference clause provides. It merely 
defines the order of purchasers. It would be more accurate, there- 
fore, to speak of the non-profit distributors—the cooperative and mu- 
nicipalities—having “the first availability of the power when there 
is not enough for everyone.” 

Cooperatives and public bodies get no price preference, however. 
The marketing agency sets a price and everyone who purchases pays 
the same rate for the same type of power purchased. In practice, this 
often means that the cooperatives pay more than the commercial 
power company does, and never less. 

Hydroelectric installations usually have at least two kinds of power. 
They consist of (1) firm power, which is available at all times; and 
(2) secondary power, which is available only at those times when 
there is more water than usual with which to generate power. Only 
distributors who have adequate generating facilities of their own can 
use this secondary power. The others, in order to be sure of having 
their power when they need it, must buy firm power, because sec- 
ondary power is not always available and cannot be depended on at 
all times. It is sold at a lower price than firm power, and since co- 
operatives and public bodies do not usually have their own generating 
facilities they are limited to the use of firm power. 

In a democracy the Government is not something separate and apart 
from its citizens. Rather, it is the representative of the people. It is 
in effect the people themselves, organized in a specific manner to per- 
form their governmental functions. 

Therefore, what the Government owns, the people own. It may 
properly be said that whatever the Government owns, it owns as 
trustee for the people. This is true whether we are talking about 
the buildings owned by the Government, the land owned by the Gov- 
ernment, or hydroelectric generating plants owned by the Govern- 
ment. 

When a man owns an automobile we do not say that he shall be 
given a preference in the use of that automobile. We know that, 
because it is his he has the right to use it when and as he pleases, sub- 
ject only to such general rules and laws as have been made applicable 
to all automobile owners generally. 

In the electric power field, the Federal Government has restricted 
its activities to the wholesale business. Therefore, it cannot deliver 
the power to the individual citizen consumer. The inability of the 
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Government to make such a delivery should not, however, destroy 
the rights of individual citizens as the beneficial owners of this power. 
If they have organized their own groups, cooperatives, and municipal 
or public utility districts for the purpose of serving themselves with 
electric power, of course they should be entitled to the same rights of 
purchase through these groups that they would have had as individ- 
ual citizens, if purchase at retail directly from the Government were 
possible. 

The mere fact that the Government cannot make the retail delivery 
does not destroy any of the basic rights of ownership which its citi- 
zens have, and if any of them are in position to exercise those rights 
of beneficial ownership, those rights cannot be denied them. 

Thus it is that the so-called preference for cooperative and public 
bodies is not a preference at all. It is merely the recognition of rights 
of an owner to use his property. The public bodies and cooperatives 
that have been created by the people to serve them with electric power 
are nothing more than the people doing as a group what they cannot 
do individually, but it is nevertheless the people. 

According to the figures stated by Clyde Ellis in his report before 
the House Committee on Government Operations on July 7, 1955, 
concerning the Hoover Commission on Water Resources and Power, 
the rural electric systems purchase less than 6 percent (5.9) of all 
Federal power; municipalities and power districts purchase about 26 
percent ; power companies purchase about 21 percent, and the balance 
goes to industry. It would be interesting to know what the Commis- 
sion assumed would be a “fair share” of Federal power. 

But one need not wander off on speculations of this nature, because 
recommendation 11 (a) of the Hoover report gives the answer. If 
No. 11 (a) and (b) were enacted into law as recommended by the 
Commission, the power companies would get 100 percent of the power 
from future Federal projects. Obviously, this is what is meant by 
a fair share. 

Let me conclude my statement by saying we should continue to 
build Federal hydroelectric projects and transmission lines and main- 
tain the preference clause. This will allow rural electric and public 
bodies to get power generated from Federal dams at a cost they can 
afford to pay, and not turn it over to the power company so they 
can make a big profit on it before the rural electric and public bodies 
get a chance at the power that belongs to the people. 

I have another little statement that I would like to make. As you 

robably all know our national association has gone on record a num- 
bar of times and we have adopted a national power policy. Our na- 
tional power policy and our resolutions invariably lead to the fact 
that we are in accord with developing our natural resources to the 
maximum benefit of all and not for just a few. 

We thank you. 

Mr. Jones. Thank you very much, Mr, George. Mr. Larry Gardner. 
I am glad to have you, Mr. Gardner. 

Mr. Garpner. Thank you, sir. 

Mr. Jones. You may proceed. 
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STATEMENT OF LAWRENCE L. GARDNER, GARDNER SUPPLY CO., 
COEUR d’ALENE, IDAHO 


Mr. Garpner. Mr. Chairman and honored guests and friends. I 
am Lawrence L, Gardner, commonly known as Larry Gardner. My 
home is in Coeur d’Alene, Idaho. I was born and have lived all my 
life in the northern Idaho and eastern Washington area. I have owned 
and operated a mercantile business in this area for 27 years, the last 
18 of them in Coeur d’Alene and Wallace, Idaho. 

I have always been active in community and State affairs and have 
given as much help as possible, and still am doing so in all good and 
constructive national endeavors in which I have been privileged to 

articipate. I have served as president of the Coeur d’Alene Cham- 
bee of Commerce, was mayor for almost 5 years, am a past presi- 
dent of the Idaho Municipal League—the association of all the State 
and civic officials, councilmen, and so forth, in our State—and I am 
presently chairman for the United States savings bond sales pro- 
gram for the 5 north Idaho counties, to mention a few of thesmany 
civic endeavors in which I have been or am now actively engaged. | 
was a candidate in 1954 for the governorship of this State but was 
not very successful. 

I am giving you this little background so that you will know I must 
have met a lot of people and know how people feel. 

I am extremely interested in the welfare of the State of Idaho, in 
which I have raised my family and make my home. 

During the past two decades the Pacific Northwest, including Idaho, 
has grown tremendously, The huge growth in population has brought 
with it some difficult problems. We must provide jobs for these people, 
schools for their children, roads for their use and power for the farms 
and factories which are coming into this area. 

At the same time we must remember that Idaho and the other 
Northwest States are a part of the 48 States that make up this Nation. 
We must be ready and willing to share our portion of the costs. of 
Federal Government and we must have the means of solving our own 
financial problems. We cannot do this with total Federal development 
of our natural resources. There is a need for all phases of develop- 
ment—private, local, and Federal. 

I find myself, and I know that I speak for many Idaho citizens, in 
complete accord with many portions of the Hoover Commission Report 
on Water Resources and Power. It is apparent that this report sup- 
ports the partnership theory originally advanced by President Eisen- 
hower. It would mean that we could have the multipurpose projects 
deemed necessary and still have the tax dollars needed by our State 
government to take care of local problems. 

What can be wrong with a proposal that Federal projects be asked 
to operate on the same basis as a private utility? Why shouldn’t these 
Federal projects pay back to the Government the money that is ad- 
vanced to them and with sufficient interest to take care of the costs of 
using that money? Why shouldn’t the Federal Government provide 
for amortization of their projects in a 50-year period? Why shouldn’t 
they show the true cost of a project including preliminary investiga- 
tion, design, acquisition of land, water rights, and relocation of 
facilities? 
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Most important of all to us here in Idaho, why shouldn’t these Fed- 
eral projects pay local taxes equal to those ue by a private utility? 
This last item is the one with which we in this State are most con- 
cerned. Idaho is facing a financial crisis. We need additional tax 
revenues. It seems there is not a single level of government where 
there are sufficient tax dollars to keep up with the need. From the 
Federal Government right down to the county level, we find deficit 
operation. How long can we continue to operate in this manner? I 
know we can’t do it very long in Idaho. 

Our river development program is not a mere paper project. With- 
out the intervention of Government or of “Federal or nothing” advo- 
cates we will soon have five big power projects under construction in 
Idaho and several others have been proposed. All these projects need 
is the license to build. They ask no appropriation from Congress; they 
need no tax dollars from New York, Illinois, California, or Texas, 
or the rest of the Nation. Almost everyone on all sides of this con- 
troversy agrees on one point: We need more electric power now, not 
ap if we are lucky in some political battle 10 or 15 years from now. 

e need the power now. The sooner the better or our economic growth 
will be severely impaired. Is there an individual or a political party 
today in our Nation that can guarantee anywhere near the same speed 
of construction and at the same time give Idaho and the rest of the 
Northwest States the millions of dollars in tax revenues that they need 
and will get from these projects under the present plan ? 

It is difficult for me to understand why we should be here today 
arguing about who will do the job when there is obviously a job for 
all of us. It will take every Federal dollar available, every local dol- 
lar and every dollar from private enterprise that we can get to do the 
tremendous job that faces us. If there was ever a time when we 
should all pull together, that time is now. 

Federal construction of power projects means that the generated 
power must first be offered to so-called preference customers. Prefer- 
ence customers are those people who provided none of the tax dollars 
needed to build the project. This would mean that for Idaho to bene- 
fit by the Federal projects it would be forced to form tax-exempt 
public power agencies. Nowhere in such a formula do I see a means 
for our State to provide for its own needs. 

I say again, there is room for everyone in the big building job we 
have ahead of us. Let the Government do those things for us which 
we are not able to do for ourselves. Let these Federal projects pay 
their own way. If they cannot compete with private enterprise, there 
must be something wrong with them. The people of Idaho have no 

dge against private enterprise—we think - it can handle most of 
the job. Adoption of the Hoover Commission report will go a long 
way toward balancing our Federal budget—something we must do 
sooner or later. We have everything to gain and nothing to lose by 
doing so. Let’s ° this method a chance to prove itself. 

In conclusion, I must state again, as I have many times before, a 
few truths that I have learned from study and experience and in which 
I believe most people agree. 

This country of ours grew to be prosperous and great mainly under 
private enterprise and personal liberty. 

Those who are governed least are governed best. 
70818—56—pt. 12——7 
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Government’s proper function is to regulate and referee, not to 
compete with its own citizens and taxpayers. 

Mr. Jones. Thank you very much, Mr. Gardner. I am glad to have 
had you here, sir. Mr. Eugene Taylor. 


STATEMENT OF EUGENE TAYLOR, LATAH COUNTY, COMMISSIONER 
AND DAIRY FARMER 


Mr. Taytor. Ladies and gentlemen. I am an elected commissioner 
of Latah County, Idaho, and operate a dairy farm in that county. 

I assure you that I consider it a pleasure to have the privilege of 
appearing before you in regard to what I consider a very valuable 
governmental research report. There is no doubt in my mind that 
the gentlemen on this Commission spent long and strenuous hours 
studying conditions and trying to arrive at a solution that would guar- 
antee oan rights to all pape affected by the segment of Government 
which this report covers. They have endeavored to protect the rights 
of individuals without relinquishing any of the rights the Govern- 
ent should retain in order to protect the general welfare of our 

eople. 
. If time would permit, it would be a pleasure to discuss this report 
item by item, but since I know you are not able to stay here for weeks 
I will only discuss the items which are of greatest interest to me. 

It is a well known fact that the demands on local taxing units are 
increasing at a steady pace; these demands all call for the expendi- 
ture of more public money. Our small taxpayers are burdened with 
obligations almost to the point of extermination, yet there is a lot of 


tax-exempt (so-called public) property which is enjoying all the 


benefits of private property without the responsibilities. ‘Therefore, 
I believe public property should pay their fair share of expense 
exactly the same as that imposed on private citizens, utilities, or cor- 
porations. 

Furthermore, I feel that the scope of a governmental project should 
be limited to the purpose for which it was originated. Unless this 
policy is strictly adhered to, there is no limit to the dangers our citi- 
zenry could be exposed to. For example, the Tennessee Valley Au- 
thority was originally established to develop the Tennessee River, 
with power as an adjunct or auxiliary to navigation and flood con- 
trol. The Authority is now entering the field of steam electric gen- 
eration. 

Mr. Jones. Did you know that the TVA was in the steam-generat- 
ing business when it was created by an Act of Congress? 

Mr. Tayuor. No; I did not. 

This is likened unto picketing a horse with a rubber rope—you tie 
him out to eat off a bunch of weeds, but if he pulls hard enough he can 
eat your corn. 

I have always believed it was the intent of the Government to abate 
shortages when these Reclamation projects were first promoted and 
constructed. I still believe that is true. I also think that should be 
their function. Therefore, where shortages exist, products from Gov- 
ernment projects should be channeled through private industries as 
much as is possible without competition from the Government project. 
I feel their objective should be to assist, not destroy. This I feel 
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would eliminate duplication of expense in transmission and distribu- 
tion. 

Furthermore, I believe that all Government river development proj- 
ects (of like character) should be incorporated under and made sub- 
ject to the Government Corporation Control Act. Also that future 
expansion of existing projects should be made from profits earned 
rather than from taxpayers’ dollars whenever that development is 
or could be in competition with private enterprise. 

Being a man well past middle-age, I have enjoyed the right to work, 
to learn, and to reap the reward of my own labors. This same privi- 
lege I would like to leave for future generations. 

I would rather be exposed to the severity of Harry Truman’s vo- 
cabulary than to be identified as one who would limit the opportunity 
of future generations. 

Mr. Jones. Thank you very much, Mr. Taylor. 

Mrs. Grirrirus. I would like to ask you a question. Is your prop- 
erty tax collected in Idaho by the county, or by the State, or the city, 
or by whom? 

. Mr. Taytor. There are certain taxes in Idaho that are levied by the 
tate. 

Mrs. Grirrirus. I mean the property tax. 

Mr. Taytor. The property taxes are all levied, or all collected 
through the counties. 

Mrs. Grirrirus. Through the counties ? 

Mr. Taytor. Through the counties. But the State certifies certain 
sums that must be paid to them. 

Mrs. GrirFiTHs. Out of that? 

Mr. Tartor. So they in turn levy a certain percentage of the tax. 

Mrs. Grirritus. I see. So that in the case of any dam built here 
by es enterprise actually the county levies a tax on it. Is that 
night 

Mr. Taytor. Not on a utility. The Public Utilities Commission 
does that. 

Mrs. Grirrirus. With the exception then of a public utility the 
county levies the property tax. Is that right ? 

Mr. Taytor. Yes. 

Mrs. Grirrirus. Then do you also have an income tax ? 

Mr. Taytor. Yes. 

Mrs. Grirrirus. A State income tax ? 

Mr. Taytor. Yes. 

Mrs. Grirrirus. And on that tax would a foreign corporation pay 
on the money that it earned in this State ? 

Mr. Tartor. I did not get your question. 

Mrs. GrirritHs. Would a foreign corporation, that is, a corpora- 
tion from outside of the State, pay on the money it earns in this State? 

Mr. Taytor. That question I cannot answer. Mr. Yost could have 
answered that question for you. 

Mrs. Grirrirus. I am sorry. I just wondered if a private corpora- 
tion generated power in this State and sent the power out of the State, 
would this State still collect the income tax ? 

Mr. Taytor. Yes. 

Mrs. Grirritus. Are you positive ? 

Mr. Taytor. I think I am. 

Mrs. Grarrritus. Allright. Thank you. 

Mr. Jones. Again thank you, Mr. Taylor. Dr. Paul A. Eke. 
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STATEMENT OF DR. PAUL A. EKE, INSTITUTIONAL ECONOMIST, 
MOSCOW, IDAHO 


_ Dr, Exe. Mr, Chairman and members of the committee: My home 
is at Moscow, Idaho. I am an operator of both rural and city property 
and by profession I am a land resource and institutional economist. 
I followed that profession for more than 30 years. My work along 
that line has been on research planning and instruction. I have spent 
the 30 years in five of the large State institutions. That is, I started 
in at the University of Wisconsin and went to the University of IIli- 
nois and University of West Virginia, and then here in Idaho for 26 
years. 

It would be impossible for me to tell you all of the things I have 
done in those 26 years in the way of research and planning. I can 
only mention one in the time given here. I was chairman of the State 
Land and Resources Planning Board for 5 or 6 years in the late 
1930’s. I represented Idaho on the Resources Planning Board in the 
Pacific Northwest. The work we did there resulted in the dams that 
the Government already built on the Columbia River and some of the 
irrigation projects that have been developed. 

I personally walked over those projects as farm manager and an 
economist, and judged them. Here this evening in this report I have 
written out a 24-page brief, you might say, and have condensed it 
into one of 214 pages. This is merely the conclusion. If you want 
the facts and reasoning you can refer to the regular report. 

Mr. Jones. Will you hand it to the reporter so that he can make it 
a part of the record ¢ 

Dr. Exe. Yes, I will do that at the conclusion. I feel whenever I 
criticize anybody, or any action program, that I should offer an alter- 
native. That is what you call constructive criticism. For that reason 
wherever I have taken issue with the Hoover Commission’s report I 
have suggested another approach. I hope that meets with the ap- 
proval of the committee. 

In evaluating the Hoover Commission report respecting water re- 
sources and power—and all I am going to talk about is reclamation 
and power—I am submitting this summary of a more detailed paper 
herewith submitted. I think the most effective criticism of the Hoover 
report is to suggest alternatives to the suggestions and recommenda- 
tions contained therein. 

1. The economic, social, and political maturity of Idaho and the 
Pacific Northwest depends upon a comprehensive and full development 
of our natural advantages. In the main our advantages lie mostly in 
our abundance of water power sites and low cost electric power which 
can be derived from them. : 

2. The following quotation from the Commission report, I believe, 
will prevent such full development and moreover corrupt develop- 
ment already achieved. “It is not an essential Federal activity to con- 
tinue power operations in the future as in the past.” I think it is. 

3. Rates for the sale of Government power should not be moved 
upward as recommended by the Commission, but the rates charged by 
competing private power companies should be reduced to about the 
level of haan being charged now by the Government at Government 
dams. This can be done by excusing private power companies from 
all taxes except local taxes and by giving them an assured position 
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in the power grid of the area where they will be given an equal chance 
to survive competitively. High salaries, propaganda and excessive 
iar relations and political expenditures should be prohibited. 

4. All private dams built by permission of the Federal Power Com- 
mission on navigable streams should be amortized over a period of 50 
years, and if left in the hands of private corporations for operation, 
thereafter should be considered a free resource of the area on which 
no more interest nor depreciation could be calculated in setting whole- 
sale rates. Better yet, like toll bridges they should revert to public 
ownership and operation after 50 years. 

5. All transmission lines between dams, steam plants, and centers 
of population or large industries should be made common carriers 
and made subject to all public regulations covering other common 
carriers such as railroads. 

Both the Government and private parties who own and operate 
dams should be allowed freely to construct steam plants to firm up in- 
terruptible power. This procedure will more than pay for the steam 
plants to the advantage of consumers. 

7. The way for all areas in the United States to recoup the tax 
exemptions granted public dams in some areas is for them to have 
the Government build dams on all river systems everywhere eae 
further, to excuse both public and private utilities from all Federa 
and State taxes throughout the Nation. 

8. Where Federal dams are being built in an area where private 
development of power has progr essed to some extent, the Government 
should always stand ready to buy these private developments at a fair 
appraised value. No stockholder of a soundly managed private utility 
should suffer a loss. 

9. All partnership plans suggested by the Hoover report should be 
recognized for what they are, ‘namely an insured and guaranteed spe- 
cial privilege which approaches a corrupt and fr audulent racket at the 
expense of the consumers and the public interest in general. 

10. Special privileges of the magnitude of privately owned power 
dams is a subversion of a democracy founded on the principles of 
freedom of mind, liberty of choice, and equality of opportunity. 

11. In an age ‘of competitive coexistence we cannot settle for less 
than full comprehensive development of our power and water re- 
sources. Private development as presently regulated and managed in 
the United States cannot attain this necessary goal. Only public de- 
velopment can really attain full potentials in any river basin. 

I have just written a book on the subject of special privilege, which 
is being published. 

I have an article I am submitting here, published in the Lewiston 
Tribune, which goes into the subject of realizing the full potentials, 
in detail. 

2. Predominant private ownership and operation of our basic re- 
sources like that of waterpower which is a natural monopoly, will tend 
to make big business a totalitarian institution. Thus will be eliminated 
any choice for the people to choose freedom in a free nation. 

his has to do with reclamation. I am through with power now. 

13. The Grand Coulee Dam plan of using power revenues to help 
develop reclamation of arid lands should be continued and expanded 
as need arises for more farmland. 
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14. The revolving fund, built up from the sale of western lands 
and resources, should be reserved, as at present, for development of 
western resources. 

15. The 160-acre limitation on Federal reclamation projects should 
be retained as heretofore. It is an insurance against special privileges 
for a few at the expense of the many. 

I want to mention there that our Homestead Act of 1862 provided for 
160 acres. It worked for a generation or two before it was changed, 
and for the same reason here. I might say this: I have mapped every 
county in the State of Idaho as to ownership, with six different kinds 
of economic data on every county of the State. I know what it looks 
like in every hamlet and county in our State except the mountain 
areas, from the work I have done in the State. 

Mr. Jones. Thank you very much, Dr. Eke, for your fine statement. 

Dr. Exe. Thank you. 

Mr. Jones. Now if you have other items to submit without objection 
they will be made a part of the record at this point. 

(The document referred to is as follows :) 


STATEMENT OF Dr. Paut A. Exe, INSTITUTIONAL Economist, Moscow, IpAHO 


The purpose of my testimony is to evaluate recommendations of the Hoover 
Commission respecting water resources and power as these recommendations 
might effect (if they became Government policy) the economic, sucial, and 
political growth and development of Idaho and the Pacific Northwest which 
may be designed as the Columbia River Basin. 

A few general observations are first in order. The conclusions and recom- 
mendations of the Hoover report are based upon ethical assumptions which cus- 
tomarily govern ordinary competitive business methods and procedures. This 
approach is then applied with little if any discrimination to the natural and 
legal monopoly of power generation and distribution. This exemplifies the naive 
approach of the Commission, in using a strictly competitive business ideology in 
dealing with a public utility which in its very nature is an actual delegation of 
Government responsibility when privately operated. It cannot be the reverse. To 
substantiate this conclusion as to governing principles of the Hoover report 
I will quote from page 288 of volume 2 which reads: “It is not an essential 
Federal activity to continue power operations in the future as in the past * * * 
Group A believes there is substantial agreement in this country that it is not 
socially desirable. In the whole report all available arguments are marshaled 
to support this ideological assumption. A judicial consideration of all aspects 
of the problem are lacking. Economic progress, social efficiency, a free enter- 
prise economy, democratic government and institutions, individual liberty of 
choice, equality of opportunity must all bow before this business ethic or principle. 

By implication it is socially desirable (no definition) to maintain and expand 
private corporate development of hydroelectric power generation and its trans- 
mission regardless of the many advantages of municipal, REA public utility 
district, State and Federal development and operation of these resources. With 
the Commission there seems to be no room for choice of public operation of power 
resources by the consumers unless private utilities are given first chance. 

“Socially desirable’? must refer to the economic hierarchy existing where 
private utilities are dominant and cooperate with big business and banking in 
an area. To be in business in these areas you must know and bow before the 
right people socially. Who you play bridge with or golf with determines your 
business prospects. Private enterprise flourishes but not free private enter- 
prise. Not once in the report does the word free enterprise appear as a recom- 
mendation. This fact is alarming. 

In these reports the question of the social undesirability of private monopolies 
is not raised. Political corruption and highly financed pressure group politics 
are ignored. Using overcharges for services from power consumers to delude 
them and exploit them is not questioned. Public control of rates and service 
are assumed to be honestly in the public interest not the reverse which is nor- 
mally the situation here in Idaho and in most other States. Control of the 
press and other organs of information and propaganda by a monopoly for its 
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own aggrandizement and exploitation of the public is ignored with a silence so 
deep as to raise doubt as to the neutrality of the Commission. Is this part of 
the socially desirable features of private monopolies of power resources? 

I assume that the House Committee on Government Operations is interested 
in future legislation which will effect the Columbia Basin in the development 
of power resources. I will therefore confine my recommendations to a few of the 
more pertinent recommendations of the Hoover Commission. In order to select 
those which are most important to this area, a short statement of our natural 
conditions and economic needs are necessary at this juncture. 

What the industrially retarded Columbia Basin needs for adequate growth is 
low cost basic requirements of industrialization. These in part are low cost 
transportation, low cost fuels, low cost and abundant raw materials, low cost 
energy or power. All this will permit paying high wages; the reason to be 
of all industry. We do not have resources to allow low cost fuels, either coal, 
oil, or gas. Transportation distances are enormous and expensive. We do 
have the last two requirements, abundant raw materials of timber and minerals 
and low cost electric power if these are judiciously developed, owned, and con- 
trolled in the public interest. This is where wise legislation fits into the picture. 
Planning for comprehensive development will assist our region. Both free pri- 
vate enterprise and free public enterprise fit into this pattern. 

The Hoover Commission speaks out against any form of subsidy for one re- 
gion as being unfair to all other regions. A little reflection will show that our 
industrial development has enjoyed Federal subsidies in one form or another 
throughout our history. These subsidies have not been equally applicable at 
any one time to all regions nor were they so intended. It was assumed that 
industrial expansion anywhere in the United States of America raises the level 
of living and business prospects of all the people all over the Nation. This is 
sufficient justification. What are some subsidies that have assisted various re- 
gions? Texas has its 27% percent oil depletion clause for income taxes. Eastern 
industrial areas have had tariff protection for over a century. The western 
railroads have had land grants. Some favored few since 1952 have been 
allowed some unjustified and socially harmful rapid depreciation allowances 
for income taxes, and so it goes. This has even been applied to two pri- 
vately constructed dams in Idaho. This amounts in the long run to taxpayers 
in fact paying for privately owned dams. It is an outright subsidy to special 
privileged parties. 

It seems therefore that the Pacific Northwest has not enjoyed special privilege 
not in some manner accorded other regions in securing some Government built 
and operated hydroelectric dams which are self-liquidating and good sound 
business. The subsidy is almost entirely in tax exemption of public property 
which is owned by all the people. The special privilege of a subsidy is divided 
here to all the people of a region, not to individuals or certain corporations. 
It resembles building a good, free public highway for all to enjoy rather than 
a road for a certain favored group only. 

There seems to be no ethical or economic reason why these Government dams 
and future dams so constructed and their power production should henceforth 
be leased to private corporate utilities as the Commission recommends in order 
to cancel out any future hope of enjoying tax free and profit-free wholesale power 
for our budding industries. The Hoover Commission admits all operation and 
construction costs are being repaid with interest, but nevertheless they say 
private parties should be given first choice to develop and market this power. 

In commenting on certain special recommendations of the Commission: I shall 
first assume that it will be practical for private and public power development 
to coexist economically in the same area or river basin. Their peaceful coexist- 
ence is another problem but even here conditions could be improved through 
legislation and adequate control. Tater I shall make a case for no private de- 
velopment of ownership of larger strategic multipurpose dams. And finally of no 
private ownership and operation of any natural or legal monopoly. 


SPECIFIC RECOMMENDATION EVALUATED—HOOVER COMMISSION 


I shall not comment here on administrative procedures recommended by the 


Commission. My opinions will be confined to other specific recommendations for 
waterpower and reclamation as exposed in the report. 
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RATES 


I wish to question first the general recommendations concerning ways and 
means of reducing Federal construction of dams and the active promotion of 
private corporate activity in this field. On page 309 of volume 2 we find this 
statement: “More. specifically rates for Federal power should be set at not.less 
than the current cost of developing equivalent power by the most economical 
means by privately owned utilities in the region.” 

In order to evaluate these recommendations it will be necessary in many in- 
stances to substitute alternative proposals and compare potentials inherent in 
them. Confidence in my ability to do this arises from over two decades of 
specialized professional study in resource and institutional economics in the 
Pacific Northwest. I had the privilege of acting as chairman of the Idaho Re- 
sources and Planning Committee during the late 1930’s and to represent Idaho 
at the Pacific Northwest Resources Planning Board. Out of this cooperative 
work came plans for some of our recent public power dams and reclamation 
projects. Fortunately the Hoover Commission cannot set the clock back en- 
tirely. We have some great multipurpose dams operating in the public interest. 
The power is here to use. It is being used. 

My first recommendation for a region having both public and private dams is 
to reverse the process suggested by the Hoover Commission. Instead of bringing 
Government power rates up to those required by private owners, I would reduce 
the costs and charges against all (not to just some) private utilities down toe 
where they have a fighting chance to exist at rates feasible for Government dams 
as now operated under the Bonneville Administration. 

First, Federal and State taxes should not be levied on private or public hydro- 
electric dams nor on transmission lines. Only enough local taxes or fees should 
be contributed to cover the extra cost of police, courts, schools, and roads made 
necessary in the local area from existence of the dams. 

The State and Federal Government can afford to forego taxes as a subsidy in 
order to stimulate multiplication of taxpaying industries and taxpaying citizens 
with jobs. Local communities cannot afford a tax exemption subsidy, especially 
in those which have the dam only as an industry. 

Returns allowed on invested capital should be only slightly above the cost of 
the bonds used in financing the project for both public and private plants. 
Roughly this could now be about 3 percent as now figured for Bonneville dams. 
Necessary interest yields on privately issued bonds could be greatly reduced and 
come close to Government bonds if they were given a secure place in the power 
grid system of the region and public and private power fights were reduced. 

Expenses for propaganda and public relations agents and excessive salaries of 
managers and lawyers could be saved for private utilities by limiting and pro- 
hibiting such expenses in the same way as public owned utilities'are now largely 
prohibited from such expenditures. A part of that legal 5.5-percent return now 
allowed on invested capital by the courts is now used as a war chest and also as 
a risk chest. The balance goes into excessive profits on a sure thing. The Hoover 
Commission does not in any way justify a 5.5-percent return on capital except to 
say that it is an established precedent in court cases. These court cases do not 
justify or prove its economic necessity. The.courts do not even have a defensible 
method of determining total investment. There is not even a theoretically ac- 
cepted formula for capital valuations of utilities as all good judges know. Com- 
mon stock of private corporations need not be inflated with fat earnings on 
bonded debt yielding 1% to 2% percent over costs of bonds. Earnings on stock 
should come from comparative efficiency of operation and not from a guaranteed 
surplus return on bonded debt. 

Some inefficient utilities would not deserve any profits. The legal goal for legal 
monopolies is to return costs only over a period of years. 

That users of electricity have paid and do pay high enough rates to allow 
5.5-percent return on capital is no justification for a monopoly to be granted 
this bonus for the future. This is especially significant for a region depending on 
low electric rates as an inducement to entice free-enterprise industry. The 
Hoover Commission plan of raising Government rates would inhibit many de- 
sirable industries here in the West; namely, light metal, phosphate fertilizer 
plants and irrigation pumping, and many others. Furthermore, high rates to 
either or both public and private dams drain profits out of the region. With the 
lowest possible rates consistent with actual costs, local industries and house- 
holders could reinvest their savings locally in taxpaying business and homes. 
‘They could afford to expand further with these savings used as their equity. 
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I agree with the Commission that amortization of the investment should be 
ineluded in rates charged. Charges for amortization should normally be allowed 
to permit complete amortization within 50 years on dams. Since dams last much 
longer than 50 years, annual replacement charges will be very small for private 
dams even when owned in perpetuity. Where franchises granted by the Govern- 
ment to private parties are for 50 years, the dams and sites would logically go 
back to public ownership at the end of the period. Replacement charges are 
completely out of place where and when this is true. The private investors have 
been rewarded by amortization. Furthermore, since this is true, capital returns 
should be allowed only on the balance still remaining to be amortized each year 
over the 50-year period. 

If the dams are allowed in private hands after the amortization period through 
new franchise, no return on capital value need be nor should be figured in the 
rates charged for power. They, like a good road or a paid-up toll bridge, would be- 
come free resources to the community. Only operating expenses and repairs 
would be justified to the private operators. If power rates were charged on these 
amortized dams to equal charges of new dams in the same area, which must be 
amortized, the net return realized should go into Federal or State coffers. In 
this manner the social overhead costs of these dams would be reduced. With 
replacement with a new dam, new bonds could be sold and the process repeated 
for sake of simplicity. 

It seems that private dam owners should welcome a 50-year franchise and a 
50-year amortization period since obsolescence may occur from development of 
atomic power. In this case private investors could be protected by Government 
insurance in order to keep the risk factor and rates down. With atomic power 
a possibility, however, why not have the Government build all the new dams and 
make obsolescence a Government cost borne by an improved economy and not 
by individual stockholders. 

With rates on electricity held down by Federal regulation on the basis above 
described, partnership deals which the Commission recommends would not then 
constitute such a special privilige and resemble quite so much an outright insured 
racket and this racket at the expense of less industrial development. 

With electric rates to consumers low, both from Government and private dams, 
an increased demand would raise. It would be up to the Government, State, and 
other divisions of Government to assume a public utility function to see that all 
power demand was supplied. The Government could afford to build somewhat 
ahead of demand as a public service. 

In order to insure the maximum of industrial encouragement from low-cost 
electricity, the Government should be prepared to supply all wholesale users of 
electricity, on demand either municipal, Federal, State, REA, public utility dis- 
trict cooperative as well as industrial firms needing power in wholesale quan- 
tities. This would not preclude power to private utilities in cities or areas which 
granted them retailing franchises. Giant private utilities covering whole States 
or regions and giving consumers no choice of supplies or service would be improb- 
able under this arrangement. Regulations respecting long-term franchises and 
Government contracts should be enacted to keep things adjustable and flexible. 


Liberty of choice for industries and for groups of consumers demands this ar- 
rangement. 


TRANSMISSION LINES 


This then brings us down to the Hoover recommendation that the Government 
should not build any transmission lines where privately owned lines could be 
used or be built. This recommendation really puts some of the Government dams 
in a position of coerced sale of power to private utilities unless a fair deal can 
be negotiated to carry power on a private transmission line. This situation is 
now arising from Idaho Power Co.’s building a line into Oregon as far west as 
LaGrande in order to contact the Government line there. Any Government 
power into Idaho must be by the consent of the corporation. The obvious remedy 
for this situation is to make all major transmission lines both private and Gov- 
ernment common carriers, as this is applied to railroads and even in some 
instances to oil and gas pipelines. The Government would have to fix carrying 
rates for interstate movements. 

Several other problems would be solved by this provision. It would permit 
the large towns to have a real choice of being served by a private utility or by 
a municipal or cooperative utility. This would be so because an existing private 
transmission line would be compelled to wheel Government power in case the 
city asked to use it in preference to wholesale power sold by the private owner 
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of the transmission line. The other result would be better service from private 
utilities at lower rates for fear of not retaining a franchise for the areas or cities 
served by them. The same would be true for municipal operations. Moreover, the 
city could make a better deal in signing a new franchise, with a power company, 
because the company would be in danger of selling its plant out for scrap value 
to the ctiy or someone else. The private utility should perhaps be protected by 
law for a fair appraisal when replaced to prevent poor service during the last 
years of its franchise. 










STEAM PLANTS 











The Hoover report states, respecting steam plants, that the Government or 
its agencies cease building steam plants and provide for the equation of their 
power loads by interconnection with the grids of neighboring systems. Unless 
neighboring private grids were forced to cooperate with the Government on 
application for power from steam plants and at rates returning costs only as 
previously described above and where private costs have been reduced to permit 
sale at the same rates as Government wholesale rates, the above recommenda- 
tion would be unworkable and unfair to consumers and to the Government, and 
will discourage industrial expansion. This Hoover idea would be a Dixon-Yates 
“holdup” all over again. 

Where steam plants are used to firm-up interruptible power, the cost of the 
steam plant can no doubt be paid for out of additional returns from selling 
intermittent power which by this means would become firm power. The con- 
clusion is that well-placed steam plants should be permitted for either private 
or publicly operated hydroelectric systems or dams. The Government is more 
justified in carrying steam plants for emergency droughts as a public safety 
device and at less cost than are private utilities. These steam plants might be 
a life saver in a national emergency and need not fully return their cost currently. 
The same can be said for keeping Government dams coming along ahead of 
demand for the power. This type of forward planning would be suicide for 
private utilities or it would be unfair to consumers because of excessive rates. 

Then again, with the Government owning the strategic big dams, it can balance 
in long-range planning the cost of additional storage against the cost of standby 
steam plants. Only a private monopoly covering a whole river basin could 
figure so broadly its needs and advantages. Such a monopoly would be eco- 
nomically, socially, and politically dangerous and currently impossible legally. 

With current regulations of private utilities as to power rates and expected 
capital returns of 5.5 percent, it could not possibly attain development of a river 
system to the extent that the Government could do it with 3 percent money 
and no taxes. At present we have the Army engineers looking for storage to re- 
place the probable loss of private storage which power companies cannot afford 
to provide for in Hells Canyon, at Mountain Sheep and Pleasant Valley, and 
from a proposed low-dam partnership deal at the John Day site. 

The Hoover report tends to support a situation in which storage is a Gov- 
ernment function at the more expensive sites with no provisions of any return on 
its investment, while private corporations get free franchises to take the profits 
from the lower down river power sites made more profitable thereby. Cabinet 
Gorge Dam owned by the Washington Water Power Co. is an example. 


































HOW OTHER AREAS CAN RECOUP TAX EXEMPTION SUBSIDIES TO THE PACIFIC NORTHWEST 
AND TENNESSEE VALLEY 


The first move would be to exempt all electric power utilities both public and 
private everywhere from Federal corporation income taxes. The States could 
follow suit as soon as possible, with only local taxes being retained. All publicly 
owned power systems would then be required to pay comparable local taxes, 
as many municipal plants already do on a voluntary basis. This would give 
private utilities a fighting chance to compete with public systems by lowering 
rates. 

This plan would explode the Hoover report’s contention that all privately 
served areas are being taxed unfairly to make up for tax exemption of publicly 
served areas. The private utilities should, of course, have to reduce rates 
sufficiently to pass all tax-exemption savings to consumers as a condition for 
such exemptions. In this manner the users of electricity would have a net 
saving out of which the taxes not paid by utilities could be recouped. In ad- 
dition to this net saving to electric consumers, the tax collectors would be able 
to collect more taxes from new and expanded industries and businesses which 
would be made possible from lower power costs. It would be comparable to a 
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freight-rate decrease from an area to its main markets, or a new high-speed 
highway out of the area. 

Even without the above change in tax laws, Hoover’s contention that public 
power areas are unduly subsidized by other taxpayers elsewhere is only partially 
true because an area like the Pacific Northwest has built, and will continue to 
build, nonexistent industries which will become taxpaying units, which will pay 
much more Federal and State taxes than would public power dams if they 
were privately owned. The Kaiser Aluminum plants at Spokane, Wash., are 
striking examples of this fact. More well-employed people also adds to total 
income and other taxes paid. 

Perhaps then a sufficient offset to tax exemption on public power plants 
in the Pacific Northwest could best be offset by Federal and State and municipal 
development of the remaining river valley power sites all over the Nation as 
soon as possible. Public ownership of steam plants could be justified by the same 
reasoning. The State of Nebraska has followed this device, and other States 
could very well follow. The area which could be most benefited would seem 
to be the New England States where electric rates are the highest and where 
the St. Lawrence River and Niagara River Falls and other rivers invite public 
construction and operation. Moreover, flood control could be a byproduct of 
comprehensive public development in this area. 

The only “dog in the manger” for this plan is the privately entrenched 
utilities. In the meantime, New England loses out to the South and other areas. 
It is remarkable how long-vested interest can retard and misdirect our overall 
economic development in the United States. The delay in building the St. 
Lawrence waterway for ocean shipping is a blot on our claims to all our 
progress under private enterprise. One would be led to believe that added 
prosperity and progress of some areas in the United States must come com- 
pletely out of less progress in some other areas. This is not true. It is a 
shortsighted conclusion similar to views that industrial progress in backward 
countries will injure prosperity in the United States. Fortunately we see the 
light here too in these days. 


THE PARTNERSHIP PLAN 


The John Day Dam partnership proposal by which private utilities would 
supply the money to build the power portion of the dam and the Government 
would finance the balance of the costs is the best example of the more plausible 
schemes along the partnership line. The private utilities would get all the power 
for 50 years. What should surprise all of us about the Hoover report on this 
subject is their lengthy discussion of good, businesslike method of determining 
rates which should be charged on power developed by public dams, and then 
the advocacy that the Government let in private corporations on a deal which 
any private business would deem insane if not fraudulent to their stockholders. 
Let us look at this proposed deal. Private investors are eager to buy Govern- 
ment bonds sufficient to finance the power part of the public dam. No additional 
taxes are needed to secure funds. This leaves the power available to the Gov- 
ernment for sale at rates sufficient to pay for the whole dam in full. Why let 
in a private corporation to make this businesslike arrangement impossible, par- 
ticularly to give an unwarranted special privilege to some corporation to reap 
unearned, guaranteed profits. This deal would be a plain racket in any lan- 
guage. As businessmen we might ask, Why take in a partner to finance our 
businesses and divide profits with him when we can borrow the money at low 
rates on a long-term basis with income to pay it off guaranteed? 

The current argument that we cannot get the Federal appropriations is true to 
some extent, but only made true by the opposition of the prospective partners 
who hope to get in on a nice fat racket by such opposition. 

Selling Government bonds with 100-percent security from a good hydroelectric 
dam paying all interest and amortization charges is not unbalancing the Federal 
budget. 

COMPREHENSIVE DEVELOPMENT TO FULL POTENTIALS BY PRIVATE 
UTILITIES IMPOSSIBLE 


There are sound economic and business reasons why private utilities by them- 
selves or in partnership with the Government will make impossible the develop- 
ment of hydroelectric power in any region to its full potentials. This is true 
aside from the fact that they may be too small and too financially weak or be- 
cause they lack foresight to aim high at the sale of the largest possible volume. 
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A letter written by me to the Lewiston Morning Tribune recently covers this 
point in its first section. This letter reads as follows: 


Replies to editorial 


To the Tribune: No one admires [the Tribune] more than I do, but I be- 
lieve you have yourself out on a pretty weak limb in your October 30 edi- 
torial in which you swap arguments with the Hells Canyon Association. 
Your editorial has all the weaknesses and tricky inconsistencies of the argu- 
ment that it doesn’t make any difference whether private or public institu- 
tions develop our power sites as long as we get full development of their 
potentialities. 

The weaknesses of this point of view is that the law of diminishing re- 
turns respecting the utilization of natural resources is forgotten as well 
as the law of diminishing utility resulting in lower prices paid when sup- 
plies of anything are increased progressively. 

Let us look at the law of diminishing returns first. Take wheatland for 
example. There is a point in investing in an acre of wheat where the last 
dollar spent for fertilization, etc., will pay less than the one just previously 
invested and eventually the dollars invested will not pay the interest needed 
to obtain use of these dollars. Now it is well known that if the farmer 
must pay 6 percent for money, he must stop investing sooner than if he can 
borrow money at 3 percent. The same is exactly the case in developing 
power sites to their fullest potentials. Private companies who expect to 
get back 6 percent on invested funds, plus enough more to pay property 
taxes, income taxes and profits on common stock up to 12 to 15 percent 
simply cannot go as far at any power site in its full development as the Gov- 
ernment can with 3 percent money and no taxes, assuming, of course, that the 
price of wholesale electricity remains the same in both instances. 

Now that is why Idaho Power Co. refuses to build a high dam at Hells 
Canyon, even at very high rates in their territory. Instead they want to 
build three cheap low dams. That is why private utilities want to skim the 
cream of the best power sites and leave the Government the less desirable 
sites. Even on these best sites private companies cannot go the limit, as you 
point out yourself, on the Pleasant Valley site respecting greater height and 
more storage. The element of delay in development has some merit, but even 
here the Government would build these dams promptly if we did not have 
private utilities who control our political parties and politicians for their 
own selfish interests. Who has proved that we cannot wait awhile for full 
development? Why this myth? 

Now the law of diminishing utility or demand comes into the picture. With 
the price of electricity high enough to pay out for private utilities the 
amount which can be used profitably by business and industry will decline. 
The Idaho Power Co. cannot attract any light metal industry with rates 
they will need. Government dams could do so. This is illustrated by the 
specious argument of Mr. Roach that there is no shortage of electricity in the 
Idaho Power Co. territory, but only in public power areas as TVA and the 
Bonneville areas. Where power rates are held high, of course, only limited 
amounts can be profitably used. For example, the potato surplus today 
would be even higher if a monopoly could keep the price at 10 cents per 
pound. 

A balance must be worked out between the lowest possible cost of in- 
vested capital and other costs in building dams and the lowest possible 
wholesale rates to induce the use of the greatest amount of electric energy. 
This will then permit and inspire the greatest potential use of our power 
sites. Only public power development can reach this goal which you de- 
fend as a principle. This is in line with our history in taking burdens off 
of transportation and other basic requirements for the greatest economic 
growth of an area. Space does not permit me to enlarge on these points. 
Public versus private development cannot be dismissed in promoting full 
river development. 

If compromise with the ideal and highest possible development of hydro- 
electric power is necessary in this imperfect world, let us at least openly 
and honestly admit that we are not defending full development by defend- 
ing private development of power sites and particularly of the large domi- 
nant ones like Pleasant Valley, Mountain Sheep, John Day, and Helis 
Canyon. 
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Along this line I should like to enter into the record a letter to the same paper 
on the same day. It supports my position. R. M. Schaefer, of Lewiston 
Orchards, supplied this letter : 


Several questions 


To the Tribune: In reading the Tribune editorial on Mountain Sheep and 
Pleasant Valley Dam controversy, several questions come to mind as follows: 

Is it in the public interest, in view of past performance of the private 
power companies, to encourage and implement the functioning of a super 
power combine? Wouldn’t it be wise to hold off developing this stretch of 
the river at this difficult time, especially in view of the fact that dozens of 
sites are available to the private power companies? Is it not possible that 
the salmon problem will be solved within reasonable time? 

Why not ask the private power companies to get busy on some run-of-the- 
river dams approved in the 308 report? Why should the public support the 
private power companies in their plans when they put a knife in the back 
of comprehensive development at Hells Canyon, all such efforts being wrong- 
ly implemented with our meter bill money? How do we operate efficiently 
the Hells Canyon storage dam if we have to release a Snake River for the 
run-of-the-river dams immediately below at times when the lower Columbia 
is flooding and water wasting no end? 

Why don’t the private power companies build on one of the sites between 
Lewiston and Ice Harbor? The many presses in the area have surely 
covered the private power news on the sites in question. Why haven’t we 
received information on the availability of power as a result of the private 
development? Will new factories be able to come to Grangeville, Enter- 
prise, Council, Lewiston-Clarkston, ete., because of this private power? 
What will the rates be? Should we give away the sites without answers to 
such questions? 

Where will our young people get new reclaimed land out of the private 
power deal? Who really pays the bills for the expensive preliminary dam 
surveys for private power? Without the fast tax writeoff (the taxpayers 
paying for dams that perhaps they do not want), are these dams economic? 

Let’s not rush this thing Let’s stand firm and not let the eastern interests 
in coal, hydropower, gas, oil, railroads, etc., sabotage Hells Canyon from 
one end to the other because it is not in their private profit interests that 
the Pacific Northwest have an abundance of cheap hydropower. 

Personally, I wouldn’t do business with such an octopus at all. However, 
if we must, let’s firmly point the way to the sites that are destined for the 
run-of-the-river dams. 

Private power, doing service for the large financial masters in the east, 
can’t do much long-term damage to our power rate by building any dam 
any place, if it is the right type of development for a given site. 

We've lost much ground during this giveaway administration. But, we 
are now at the line beyond which they shall not go, even if we have to ring 
every doorbell in the three Northwest States with referendums on buying 
out this “foreigner” among us—private power. If pushed hard enough, we'll 
have no choice but to make co-op power out of “private” power. Nebraska 
did it long ago and is much better off. 


THE SECTOR OF SPECIAL PRIVILEGE IN A DEMOCRACY 


Historically, private utility corporations grew up to take the place of munici- 
pally owned powerplants, when, for efficiency, large-scale steam plants or hydro- 
electric dams became a necessity. Private corporations came into the field 
because there were no organizations or legal machinery by which adjacent cities 
and communities could cooperate. Eventually as a third step some county public 
utility districts came into being because of abuses suffered from private utilities. 
Large-scale federally built dams arose for the same reasons and also because of 
the need for full and complete use of power potentials for defense and for the 
general welfare. Now the Hoover report predicts that their need for defense 
is over. 

There are other than economic reasons for fighting further extension of private- 
utility monopolies in the Pacific Northwest and all over the Nation. These 
flights range into the familiar pattern of the right and left in politics. The 
right defends special privilege, the left attacks it. The second section of a letter 
written by me to the editor of the Lewiston Morning Tribune gives the basic 
reasons for this inevitable showdown in a free country: 
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With the above off my chest, there still remains the even more important 
sector which we may call special privilege in a democracy. Special privilege 
attacks the very foundations of free nations and societies by contravening 
freedom of mind, liberty of choice, and equality of opportunity for all 
citizens. Where a privilege can be given only to one party (a franchise on a 
power site), it should never be given to any private party. To do so violates 
the equality of opportunity for all to make choices. It resembles turning 
part of the Government over to private monopoly. 

By pressure the privileged few can and do control most of the press and 
thereby the minds and consciences of the people. Idaho, even now, is a 
shocking example of this violation of a free community. The more big 
private power dams we have in Idaho the more will our minds, businesses, 
and State government be enslaved to outsiders and deluded by the big lies 
and ignorance. Free enterprise and adequate progress become futile dreams. 

The stock answer to granting special privileges and monopolies is that 
the State will control them. You know that this is a forlorn hope in a State 
as small and weak as Idaho. Even at the Federal level, Secretary McKay 
has roped our Federal Power Commission and the Eisenhower administration 
has weakened all semijudicial agencies. Thank God for Supreme Court 
Justice Warren and his Court or we could easily commit suicide as a 
democracy and a free enterprise nation. 

Idaho is being sacked through special privilege. Can we take it without 
honest protest? We had better move a little slower if necessary to prevent 
domination of our economic, political, and social life. Actual economic 
feudalism threatens and exploitation in Idaho is even now rampant. Eco- 
nomic colonialism should cease, at least be slowed and not accelerated 
through more large private dams. These are real, not imaginary issues. 
They cannot be laughed off as useless squabbles over public and private power. 

In the history of nations various governmental functions have been farmed out 
to private enterprise for profits. Tax collection was one of them. Police protec- 
tion has been another. Even the whole government itself has been usurped as 
a private business for profit. Chinese warlords illustrated in modern times what 
was a common practice in the Middle Ages in Europe. Since government and 
governmental functions must be a complete monopoly, no one today in a free 
country seriously suggests going back to private enterprise there. A private army 
to protect the United States would be a tragedy. It all turns on a belief or ethic 
that there should be liberty of choice and equality of opportunity for all, where 
this is possible, but, where this is not possible, then the Government should take 
over. 

Our constant conflict, corruption, exploitation, and abuse from private, large- 
scale electric utilities simply proves that they fall into the class of community 
activities in which for any area only one party can be given a choice to perform 
the service. Further than this the favored private person or corporation must be 
in a political position to seize this special privilege as against all others. When 
once seized, capital investments are so large that it is economically not feasible to 
discharge one corporation for another at intervals to obtain competition for the 
Service. Our sad experience in the United States with these tenacious private 
monopolies compels me to conclude that “public utilities” should remain public 
functions of governmental units in the same way as tax collection and even as 
legislation and the service of courts are set up and operated by the Government. 

Public commissions set up to control service and charges of private utilities 
have nearly always failed in defending the public interest and have ended up 
defending the private interest of the utility corporation. Even the courts have 
been drawn into this corruption of public welfare. Political parties in small 
States are nearly always dominated by private utilities in “cahoots” with other 
vested interests. 

There is a worldwide trend among free democratic countries in the direction of 
freeing the community from the private octopus of privately owned public utility 
monopolies. This is one of the most salient features of what is now called the 
welfare state. It is found in Britain and in the Scandinavian countries, and in 
France and Italy too. The United States has under reactionary control con- 
sciously attempted to dissuade the Bonn Republic of Germany from following this 
practice too. The United States seems to be the only large free Nation which can 
afford this inefficient and corrupting approach to public utility service. 

Canada has wisely built public power systems to force private utilities into line 
with the public interest and welfare. In fact, public ownership of power utilities 
seems the only solid basis for free private enterprise in competitive fields. 
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Postage-stamp rates over a wide area with supplies of power available to all who 
can pay for it regardless of capacity, social status, color, or creed can be made 
possible. 

In Idaho at the present time, municipalities in the case of natural gas are mak- 
ing deals with private cooperative utilities which will eventually become munici- 
pally owned. This is a desperate move to prevent further private monopolistic 
domination of these communities. It will also add profits to the city coffers. In 
the case of private utilities, profits drift mostly out of the State. The profits are 
far larger than city taxes collected from the utilities. 

Yes, indeed, there are very good reasons why private power utilities should 
become smaller, weaker institutions in the United States and this is doubly the 
case for the Columbia Basin where our economic growth and free enterprise rests 
so much upon the full and complete development of hydroelectric power. Idaho, 
as a State, is naked now to full and complete private monopolistic exploitation. 


THE HOOVER REPORT IN THE AGE OF COMPETITIVE COEXISTENCE 


The race between the free and Communist blocs has two major aspects modi- 
fied by a third factor. First, the great burden of competitive armaments must 
be maintained by both as a firm foundation for negotiation for peaceful coexist- 
ence. The other race, developing rapidly, is technical assistance and capital 
gifts and loans to uncommitted, underdeveloped nations. The expansion of 
freedomism or communism no doubt will be a byproduct of this assistance. Pri- 
vate colonial exploitation is obviously out as a permissible method in this race. 
Already we have been persuaded to offer finance and promotion of TVA’s in 
India and the Near East. Who will build the big dam on the Nile? Will it be 
we or Russia? However, what is good for our prospective international friends 
is not good enough, according to the Hoover report, for us here at home. Here 
the Hoover report suggests partial and segmented development of our river basins 
under private auspices along with gradual sterilization of existing Government 
dams through partnership deals and long-term contracts, cancellation of the 
preference clause, prohibition of Government steam plants plus raising rates 
charged up to a level needed by private utilities to obtain lush profits out of 
guaranteed returns on capital. 

In this manner we are advised to continue the regime of vested interests which 
has retarded such areas as the New England States, both as to public develop- 
ment of hydroelectric power and cheap oceangoing water transportation to the 
Great Lakes. In this world struggle which will engage all the economic power 
which the United States can muster, do we want more New Englands or more 
Tennessee Valleys? Do we want now to stop Federal development of dams in 
the Pacific Northwest after what they did to arm us for World War II and the 
Korean conflict? Do we wish to stop also the added sinews to our whole peace- 
time economy? Why follow the Hoover report in developing Hells Canyon 
halfway toward its full potential? Why keep electric rates so high in Idaho 
that we here remain the playground wilderness of our region while our re- 
sources lie undeveloped and our people are poorly employed? 

Obviously world conditions demand full use of our waterpower. This means 
a TVA on every river basin as soon as possible. The Hoover report is a charter 
for limited economic power and possibly defeat in this international race. 

The third factor in both camps is the level of living permitted the people 
In the United States free labor unions are largely the guardians of this matter. 
In Russia it is the silent force of public opinion unspoken but nevertheless 
potent for the totalitarian rulers. All-out aid to backward nations is limited 
by this demand of the people. Can we satisfy them in the United States and 
carry on this competitive struggle for influence in the world with vested interests 
hanging weights on our feet and crepe on our enthusiasm ? 


THE HOOVER REPORT AND ECONOMIC TOTALITARIANISM IN THE FREE WORLD 


Now then we see the picture of the future struggle within the economy of 
each grouping of nations, the free and the Communist. If the struggle becomes 
too hot and too intense for the free world as now organized economically, ham- 
pering vested interests must go. This can be done in two ways at least in the 
United States. One can be to extend TVA’s arrangements not only to electri¢ 
power alone but to all scarce and “monopolizable” natural resources and services 
so that free enterprise will be unleashed from private monopolistic control, 
which control stresses, scarcity from an ever more cartelized economy. Scarcity 
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will be poison to us in this era. Canada, Scandinavia, Britain, and other free- 
world friends have already taken many of these steps and propose to go further. 

The other prospective alternative following naturally from the Hoover Com- 
mittee ideology of economic organization, is to keep on extending the General 
Motors Corp. or its equivalent into power, fuel, and transportation, etc., to where 
it will amount to complete private monopoly of heavy industry. Totalitarian 
control will come by having corporation executives dictating to and running the 
Government as a sideline to their economic empires. They will then be in fact 
the equivalent in America of the totalitarian Communist Party for Russia. 
With everything under one management, vested interests such as obsolescence 
can be liquidated at will and be absorbed by the whole economy, which would 
be in the hands of one overwhelming corporation completely interlocked. Effi- 
ciency would be on the Russian central control pattern. 

The obstacle to this totalitarian economy in the United States is of course 
the people if they retain a right to control the Government. Our citizens must 
insist vigorously on freedom of mind and opinion, liberty of choice, and equality 
of opportunity to forestall the Hooverites in their present blindness. TVA’s 
have and will defend the people in the fulfilling of these goals of a free economy, 
a free government, and a free world and yet permit all-out production and the 
requisite freely given consent of the people to whatever sacrifices are necessary 
to win for the free world. 

Xconomie totalitarianism tolerated in America will give the people of the 
world no real choice between the two contestants in this world struggle for 
influence. Both East and West would essentially be the same thing as they 
affect freedom of the individual. 

Let us be careful how we follow an economic program inspired by men who 
represent or who control our vested interests and have allegiance to them, 
rather than to the public interest and welfare. 

I, as I offer this testimony, realize that I am far ahead in some respects of 
popular thought on these problems. My excuse for going too deeply into these 
problems rests on my obligation as a trained specialist in this field. I must 
speak out now. I owe what I know to the facilities offered me here in the United 
States and in the world. I am a citizen of the 20th century. New ideas and 
vision arises only in the mind of individuals in the first instance. Humility is in 
order, but not apologies for these observations and ideas. 


HOOVER COMMISSION ON RECLAMATION POLICY 


The Hoover report does not touch the present Federal reclamation pro- 
gram very seriously. There is one exception to this which is a crippling blow 
by implication. That is that, if all dams which can possibly be built profitably by 
private corporations are actually built by them as recommended and if partnership 
deals allow private utilities to absorb all surplus returns over cost, there will 
not be available funds for subsidizing reclamation elsewhere as is now being 
done with Grand Coulee Dam. 

Hoover recommends no revolving fund for reclamation. Western people are 
quite sensitive to this fund since it was accumulated to start with from sale 
of western lands and other resources. They feel this money should at least be 
loaned in the West. They are not conscience stricken over interest-free loans to 
reclamation projects which help build our national economy by adding new 
unused resources. 

On the problem of acreage limitations, westerners would perhaps concede that 
160 should not govern in all instances, if they didn’t know that any change may 
mean some trick to turn over thousands of acres of reclaimed land to one indi- 
vidual or corporation as an unwarranted special privilege. The same problem 
arose in our homestead law passed in 1862. It wasn’t changed for decades for 
the same reason. As a result, farms in fee simple and family-operated farms 
became a firm foundation for our free country. 


Mr. Jones. The next witness is Mr. Maynard L. Kendall, of the 
Idaho State Federation of Labor. You may proceed, Mr. Kendall. 


STATEMENT OF MAYNARD L. KENDALL, MEMBER, IDAHO STATE 
FEDERATION OF LABOR 


Mr. Kenpatxi. Mr. Chairman and distinguished members of the 
House Government Operations Subcommittee, my name is Maynard 
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L. Kendall, a member of, and now appointed to represent, the Idaho 
State Federation of Labor, an affiliate of the American Federation of 
Labor, with executive offices located at 613 Idaho Street, Boise, Idaho. 

The Idaho State Federation of Labor is a parent body of seven 
A. F. of L. labor union councils in the State of Idaho, and some 105 
local unions directly affiliated. 

It is now my privilege to thank the House Government Operations 
Subcommittee for the officers and members of the Idaho State Federa- 
tion for scheduling this important hearing in this area, thus making 
it possible for us to present our opposed views of the Hoover Com- 
mission Report on Water Resources and Power Development. 

Ladies and gentlemen, it is no secret that we of the A. F. of L. labor 
movement in Idaho have been on record for a great many years for 
the comprehensive and integrated development of our water resources. 
Therefore, we cannot with any semblance of continuity agree with the 
Hoover Commission suggestions, which in our opinion would scuttle 
cheap public power and in time cause the other benefits of large stor- 
age dams in the headwaters to be lost, since the revenue from power 
generation is actually the cash register of any multipurpose develop- 
ment and too much political pressure could be brought to bear to 
discontinue the many other nonpaying, or only partial-paying, advan- 
tages, as flood control, navigation, irrigation, and recreational facil- 
ities. We submit that the public-power generation from these multi- 

urpose dams must carry the bulk of the load in paying back the 
tnited States Treasury the principal sum and a nominal interest rate 
to compensate the taxpay ers of other regions. Therefore, point 15 
of the Hoover Commission report, which deals with the recommenda- 
tion to allow private companies to drain off the power generation 
while the other vital benefits of the multipurpose dam become drains 
on tax money of the Federal Treasury, is unthinkable to us. 

This suggestion seems quite familiar to all of us as it sounds like 
the administration word “partnership.” The Government would 
really be in business then, with the private power companies getting 
the profit end, which is the retailing or wholesaling of the power gen- 
erated, and the Government trying to pay for a dam by selling the 
recreation advantages to the local people, and flood-control benefits 
to downstream industry, labor, and farm operators. We of labor do 
not pride ourselves on business skills, but on our arts and crafts. 
However, we are well acquainted with partnership business principles 
of this nature, and as a group will oppose them forever. 

We feel that the 308 report still is a sound guide to river develop- 
ment for the Columbia Basin, of which we are a part, and do not wish 
any further new agencies to supersede the present Bureau of Reclama- 
tion, Army Corps of Engineers, Bureau of Land Management, or the 
Congress of the United States, in policy of water resources develop- 
ment. 

To avoid repetitious testimony, I am not going to cover all phases 
of the Hoover Commission re port, which is not to our liking, as there 
are others testifying who are, in my opinion, equally or better qualified 
at pointing out these pitfalls. In closing I would like to make a quota- 
tion from the June 1955 Water Resources and Power, volume II, “A 
Report to the Congress by the Commission on Organization of the 
Executive Branch of the Government.” The quotation is from the 
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minority report contained, titled “Dissent and Separate Statement of 
Commissioner Holifield” : 

If the Commission recommendations were carried out, Federal power projects 
would no longer help to finance reclamation; many toll-free waterways would 
be abandoned in favor of railroad transportation; the people of the South and 
the West would give up their low-cost power privileges; regional economies 
would be overturned. 

The logic of the Commission and task-force subsidy argument, carried to its 
ultimate conclusion, is self-defeating and ruinous to the concept of prosperous 
national economy. If there is one lesson we have learned in this generation, 
it is that one group, one region prospers or suffers with another, and the nation 
with all. 

Commissioner Holifield very aptly reflects the views of what in our 
experience is an obvious truth. 

I thank you. 

Mr. Jones. Thank you very much, Mr. Kendall. It has been a 
pleasure to have you. 

Mr. Liescoms. Mr. Chairman, could I ask a question ? 

Mr. Jones. Yes. 

Mr. Lipscoms. You believe that the principal sum should be paid 
back with interest ? 

Mr. Kenpaux, With interest. A nominal interest. 

Mr. Lipscoms. On all projects ¢ 

Mr. Kenpatu. Yes. 

Mr. Lirscoms. Have you any opinion as to what the interest should 
be, or should it just be what the Government has to pay to borrow the 
money ? 

Mr. Kenna... I only feel that interest should be collected to the 
extent that those regions who do not get any benefit from the power 
would feel that the loan of their money to build the dam in our region 
would be compensated by a nominal interest for the loan of their 
money through the Federal Treasury to our project. 

Mr. Liescoms. Thank you. 

Mrs. Grirrirus. I want to ask you a question. Do you know if 
power companies that operate in Idaho generating power, sell that 
power only in Idaho? 

Mr. Kenpatu. Power that is generated in Idaho, only in Idaho? 

Mrs. GrirriTus. Yes. 

Mr. Kenpatu. No. They do not only sell it in Idaho. 

Mrs. Grirrirus. Is there anything in your constitution that would 
require a power company generating power in Idaho to sell it only 
in Idaho? a ft. 

Mr. Kenpatu. I do not believe there is in our own constitution, 
you mean the State constitution ? ; 1 

Mrs. Grirrirus. So it is entirely possible a private utility could 
build a dam and generate power and sell the power 100 percent outside 
of the State of Idaho, is it not? 

Mr. Kenpatu. That would be allowable, I believe, under present 
circumstances. There will be further testimony coming from the 
AF of L at new hearings coming up, concerning dams being built 
and the power being shipped out of Idaho. That is a protection for 
Idaho we will try to develop to see they have an allotment of power. 
just as Congresswoman Gracie Pfost had written into her bill for 
Hells Canyon, which we support. Does that answer your question ? 


Mrs. Grirrirns. Yes. 
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Mr. Jones. Again thank you, Mr. Kendall, Our next witness will 
be Mr. Butler. 


STATEMENT OF HARRY BUTLER, MANAGER, CLEARWATER 
POWER CO. 


Mr. Buruer. Mr. Chairman, I have two statements, both prepared. 
One is a resolution by the Washington State Association of Rural 
Electric Cooperatives. 

(The resolution referred to follows :) 

Whereas the National Rural Electric Cooperative Association has testified at 
the Muscle Shoals hearings of the House Committee on the Hoover Commission 


Report on Water Resources and Power in a statement presented by Clyde Ellis: 
Now, therefore, be it 

Resolved, That the Washington Rural Electric Cooperative Association support 
this testimony and endorse it wholeheartedly. 

H. J. MILver, 
President. 

N. V. FISHER, 
Secretary. 

My name is Harry Butler. I reside in the Lewiston Orchards, 
which is right south of us on the hill. By occupation I am manager 
of the Clearwater Power Company, an REA financed cooperative. 

Both through my occupation and personal point of view I am op- 
posed to most of the recommendations of the Water Resources and 
Power Section of the Hoover Commission. I attended the task force 
hearing in Portland, Oreg., and submitted a written statement express- 
ing my point of view. 

it appears to me that the recommendations if adopted by Congress 
would turn the clock back to the pre-Grand: Coulee days. I recall 
that at that time the Federal development of that power resource was 
fought by private enterprise who preferred to build what was known 
as the Kettle Falls Dam, a low-head dam which Federal Grand Coulee 
clam would have flooded out. If at that time the Federal Government 
had not stepped in and developed the project and the area as it was 
developed, we would not have been able to make our Northwest con- 
tribution to the defense of our country during the last war. Today 
we face the same problems. The private utility companies are apply- 
ing for permits to build low-head dams and unfortunately the Fed- 
eral Power Commission is granting these licenses. To fully develop 
our area for future generations we probably will have to purchase 
these low-dam facilities and flood them out so that the full national 
development may be made by constructing high dams. 

Most of the people and organizations who favor adopting recom- 
mendations such as this report probably have benefited more from 
the Federal power development than anyone. 

Since I am particularly interested in part 5 of the report, dealing 
with power, I will express my opinions on the recommendations of 
this section. It would appear, if the recommendations were followed 
completely we would donate to the private power companies the Fed- 
eral generating plants and transmission lines. The Federal Govern- 
ment would then worry about the dam structures, flood control, and 
navigation. Taxpayers would pay for these benefits without the help 
of power revenues. 

On page 109 the report reads that nonprofit distribution agencies 
pay no Federal and little State or local taxes. However, Clearwater 
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Power Co. would not be in existence today if the power companies 
then in existence had given electric service to the people who are now 
serving themselves. A nonprofit organization such as this should 
not pay as much taxes as a profit making corporation whose only in- 
terest at the present time appears to be pirating our membership in 
our more dense areas. 

It would appear that if the Federal Government took a realistic 
view of the power situation especially in the Northwest, and instead 
of considering recommendation No. 10 “That the Government or its 
agencies cease the building of steam plants and provide for the equali- 

zation of their power loads by interconnection with the grids of neigh- 
boring power systems” they would firm up the huge blocks of dump 
power by the financing of steam generation plants so that this dump 
power could be firmed up for the benefit of the entire national economy. 

It appears that recommendation No. 11 (a) is designed to reduce 
or eliminate the preference clause which has undoubtedly assisted in 
developing the electric power use throughout the nation since the early 
1900’s. Is a fair share of the Federal power to private utilities a 
full 100 percent of generation? Approval of recommendations 11 
(a) and 11 (b) would undoubtedly retard the further expanding uses 
of electricity through the elimination of the competitive pricing level. 
No industry should ‘be afraid of conipetition. 

In my opinion recommendations 12 and 13 would be a method by 
which the Federal projects would be required to secure their financing 
on the money nadir at a higher cost, which would undoubtedly be 
felt by the people through higher power costs. 

Recommendation 15 (a) appears to support partnership theory as 
now advocated by the Federal Government. I see no reason why, if 
the Federal Government can finance the costly concrete dam struc- 
tures, that they cannot finance the electrical generation that such a 
dam would develop so that the people’s resources can be utilized by 
the people without paying huge profits to absentee corporations. It 
is questionable if the Federal and State authorities would protect the 
people’s interest and I base this on an article published in the Public 
Utilities Fortnightly, September 13, 1951, by the Honorable H. M. 
Beamer , president of the Idaho Utilities C ommission, the title of whose 
article was, “The Unfair Preference for Public Power.’ 

Under 15 (b) the recommendation apparently means power should 
be sold before generation is built. In my estimation this is putting 
the cart before the horse. In the Northwest region today we prob- 
ably would have more growth and industry if we could deliver large 
blocks of power to industry. In fact, under such a recommend: ation 
we would not have the industry we have today, and we probably would 
go back to the days when we supplied agricultural products and meat 
to Eastern markets and would have to be content to this extent. 

In concluding, I would like to say that in my opinion the recom- 
mendations throughout the entire report seem to be pointed at giving 
away the Federal power projects and eliminating all competition in 
the electric utilities field. The program in the past has developed 
basically through the need of the Nation and its peoples. The contribu- 
tions made by the Federal generating and transmission facilities un- 
doubtedly supplied us with the aluminum and airplanes needed to 
defeat our enemies and also gave us areas in this country where we 

had suflicient electric power to develop our atomic program. 
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Mr. Chairman, I am 45 years of age, and at the time I came into my 
manhood I lived in an era that was popularly called the Hoover 
boom. The name “Hoover” on a Commission saghiteins the muscles 
in my stomach as tight as they were because food was that tight in 
those days. 

I appreciate the fact that we have a suburb of Lewiston called 
Spokane, Wash., that is outside of the high fence that we are build- 
ing around this great State of Idaho, which has industry that has 
come into what was a cow town before Grand Coulee Dam, and which 
is now an industrial empire which has a larger payroll and pays 
more taxes than the city has ever received. 

I am wondering in my own mind how far we can go along with the 
line of reasoning that we can live without full development of any 
given area. In my statement I have mentioned our contributions to 
national defense and to the atomic energy program. I attended a 
meeting of the customers of the Bonneville Power Administration less 
than 2 weeks ago, in which Dr, Pearl, the Bonneville Administrator, 
was really worrying about what he was going to do with dump power. 

You have a recommendation in this report which says, why don’t 
we dispense with steam generation. In my opinion the answer to that 
is get some steam generation in the Northwest and firm up this dump 
power. Theentire Nation will benefit by it. 

Dean Arnold, and I wish he was here, mentioned Stevens C ounty 
and Asotin County in relation to public utility district issues, which in 
my estimation is public versus private possibly. But do you realize 
in the city of Spokane during the last election all of ar ‘ars that were 
operated ‘by the Washington Water Power carried “A” licenses, which 
is for Seattle. Why? “Because or, were afraid i show those cars 
in Stevens County. So they took Nez Perce County and Spokane 
County cars up there which had local license plates on them to fight a 
battle which in my estimation was won strictly on the basis of putting 
one propaganda expert with each family. 

I have to back up on this statement I am making now because the 
man’s name was Butler. I always hate to say anything against any 
of the Butlers, although I am the only one of this particular breed 
of dogs. That is the fact that power costs less than we as public 
people—and I am speaking of public people loosely there—sell it. It 

seems to me some place in the record the Butlers at least ought to get 
together for the good of the Northwest. 

Thank you, Mr. Chairman. 

Mr. Jones. Thank you, Mr. Butler. We have 5 minutes left and I 
have the following names of people who have not testified. Mr. R. H. 
Sutherland, Mr. Morton Brigham. Mr. William Armstrong. Is Mr. 
Armstrong here? Mr. Robert Oud. Mr. Art Ketchum. Mr. Max 
Hendricks and Mr. Harry Cole. 

I am distressed to tell you we do not have any more time but we will 
permit you gentlemen to put your statements into the record. If 
you do not have a prepared statement we will give you the right to 
file a subsequent statement for the record. 

Again let me tell you how sorry I am we could not get to you all. 

Without objection the following statements will be made a part 
of the record : 

The statement of Mr. R. H. Oud of Orofino, Idaho. The statement 
of Mr. William T. Marineau of Moscow, Idaho. The statement of 
70818—56—pt. 12——9 
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Mr. R. H. Sutherland. The statement of Mr. W. R. Armstrong of 
Farmington, Wash. The statement of Mr. Lynn Tuttle of Clarkston, 
Wash. The statement of Mr. Vernon D. Speer, chairman of the 
Idaho Wildlife Federation. The statement of Mr. Max Hinniks, 
president of the Pullman, Wash., Chamber of Commerce. The state- 
ment of Mr. Morton R. Brigham of Lewiston, Idaho. The statement 
of Mr. Roy Ansbeaugh of the Lewiston CIO Council. The statement 
of Mr. Art L. Ketchum of Farmers Union Local 429. Also the state- 
ment of Mr. Richard M. Schaefer, Jr., of Lewiston, Idaho. 

All of these statements will be made a part of the record at this 
point. 

(The statements referred to are as follows :) 


STATEMENT OF VERNON D. SPEER, CHAIRMAN, STATE COMMITTEE, IDAHO WILDLIFE 
FEDERATION TO PRESERVE THE GREAT SELWAY ELK HERD 


As the chairman of the State committee of the Idaho Wildlife Federation to 
preserve the great Selway elk herd, I look with considerable trepidation on the 
proposal of the Hoover Commission to turn all upstream flood control develop- 
ment over to the Army Engineers. Because of their high-handed methods and 
their singular disregard for all esthetic and recreational values, the Army 
Engineers bear a very unsavory reputation among conservationists in this por- 
tion of the Northwest. 

Comparatively recently and with full knowledge of the consequences, the 
Army Engineers, who are in charge of the Albeni Falls Dam, lowered the 
lake level 8 feet against the recommendations of the State Fish & Game De- 
partment with a resulting loss of kokonee or blue-back spawn in excess of 75 
percent. This fisheries resource of the State of Idaho has an annual value in 
excess of three-quarters of a million dollars, a figure probably far greater than 
the value of any power produced by this amount of water. 

The Army engineers have refused to seek the advice of trained wildlife 
biologists and have used opinions of untrained local residents in formulating 
their reports regarding the effect of backwaters of dams on wildlife resources. 

The Army engineers have consistently fought for the construction of two dams 
on the Clearwater Drainage, one at Brue’s Eddy on the North Fork, and one 
at Penny Cliffs on the Middle Fork. They pushed for their development in 
spite of the fact that the best informed opinion among wildlife biologists holds 
that the building of these two dams would destroy from 50 to 75 percent of 
winter range necessary for sustenance of the Clearwater elk herd in critical 
winters. The Clearwater elk herd is a national resource of enormous value, 
an elk herd comparable in size to that of the famous Yellowstone elk herd of 
Wyoming and Montana. We feel that any plan in developing the water re- 
sources of the Northwest should seek to preserve this great elk herd for future 
generations and this Committee feels that on their past record the Army engi- 
neers are indifferent to such values. 


STATEMENT OF MAx HINNICKS, PRESIDENT, PULLMAN ( WASH.) 
CHAMBER OF COMMERCE 


Hon. Rosert E. JONEs, 
Chairman, Special Subcommittee on Water Resources and Power, 
House Committee on Government Operations, Lewiston, Idaho. 

DEAR CONGRESSMAN JONES: By news release in the Lewiston Morning Tribune 
last Sunday we learned that a hearing will be conducted by the Jones Con- 
gressional Committee on that part of the Hoover Commission report dealing with 
“Water Resources and Power”. In view of the fact that the officers of the Pull- 
man Chamber of Commerce have been mandated by chamber action on the sub- 
ject of power development, of necessity a statement from the Pullman Chamber 
of Commerce must be submitted to this hearing. The purpose of the following 
statement is to make known the interest of the Pullman Chamber in the future 
development of the Pacific Northwest as affected by an adequate supply of power 
when needed. 
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Because of this interest on July 11, 1955, the Pullman Chamber of Commerce 
went on record officially supporting the “Partnership Plan” for the construction 
of multipurpose dams as proposed by President Dwight Eisenhower. In re- 
viewing the Hoover Report on Water Resources and Power we find in recom- 
mendation No. 15 a reaffirmation of our fundamental belief and a restatement 
of our official action endorsing the policy of private enterprise participation in 
the electrical cost of multi-purpose power projects. 

As a Chamber we are not concerned with the basis on which private enter- 
prise participates; for example, whether it provides the capital or whether it 
signs prior contracts for power. This decision, we feel, should properly be a 
Government function. Our concern is that the partnership power policy be im- 
plemented by immediate acceptance and endorsement of recommendation No. 15 
of the Hoover Commission report. 

For example, a number of Federal power projects have been proposed on the 
Snake and Columbia Rivers but as yet we know of no appropriations available 
to start new construction; yet by this partnership power policy so effectively 
endorsed by the Hoover Commission report, private capital would be available 
for immediate construction. 

For example, the John Day Dam of some 1,100,000 kilowatts capacity can be 
built immediately with private capital furnishing 88 percent of the overall cost. 
The John Day Dam is a clear-cut example of the thinking back of our Pullman 
Chamber of Commerce official action that here is the place for Government in 
business to assist rather than hinder the progress of our Pacific Northwest. 

Our careful review of the Hoover Commission water resources policy leads 
us to believe that this Commission has carefully considered all phases of this 
problem and we find the recommendations to be fair and practical. For example, 
we concur in particular with item (A) under recommendation 15—that not only 
private enterprise be offered the opportunity to provide capital for construction, 
but that private power companies be permitted to dispose of the developed 
power through their own systems and that said companies continue to be sub- 
ject to regulation of rates by Federal and State authorities. Furthermore, we 
feel all Federal power distribution should be subject to the same Federal Power 
Commission and State regulation. This is set forth in recommendation No. 9. 

In addition, in connection with our local government we concur in recom- 
mendation No. 9 of the Hoover Commission report which will eliminate the tax 
inequities imposed upon State and local governments because of Federal tax- 
exempt power projects and transmission facilities and tax-free electricity in- 
equitably distributed to certain areas or organizations as a result of the ap- 
plication of the preference clause. For example, there exists in Whitman County 
of the State of Washington, tax exempt federally-owned transmission lines and 
a substation. 

It is not the province of the Pullman Chamber of Commerce to determine 
whether these be a duplication of facilities as referred to in item No. 11A, but 
we can testify to the dire need of further taxes to properly maintain our public 
schools, city and county governmental functions and the State College of 
Washington. 

Therefore, it is respectfully requésted that the foregoing be made a part of the 
recorded proceedings of the Jones congressional committee hearing at Lewiston, 
Idaho on December 2, 1955. 


STATEMENT OF Morton R. BrigoHam, Lewiston, IDAHO 


In reading the recommendations of the Hoover committee, I note that direct 
reference to wildlife, fish, and other outdoor resources affected by water develop- 
ment projects seems to have been omitted. About 40 percent of the people of 
Idaho hunt or fish. The resources which support this vast number of anglers and 
sportsmen are worthy of more consideration than they received in the recom- 
mendations of the committee. 

The basie difliculty in connection with preservation of outdoor resources lies 
in obtaining a more thoroughly integrated method of public planning. Our 
Federal laws at present require almost nothing in the way of protection of 
wildlife habitat and nearly nothing in the way of protection of fish life in con- 
nection with water development projects. Dams are built at random that inter- 
fere with large runs of migratory fish. Other dams are proposed that would 
destroy winter range and migration routes necessary for survival of vast herds 
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of big game. Still other proposed dams would flood national parks, wilderness 
areas, and national monuments. Meanwhile numerous sites with almost none 
of these objectionable features remain undeveloped. There is no policy of the 
Federal Government concerning the basic questions of whether we retain or 
destroy our Pacific salmon, our steelhead, or our big game herds. 

Federal laws fail to provide for enhancement of fish and wildlife in connection 
with water development. Where opportunity exists to develop a fishery or to 
create waterfowl habitat in connection with water development plans, the 
planning agency often ignores such opportunities. Laws governing the opera- 
tion of hydroelectric projects frequently contain escape clauses which allow 
any degree of destruction of fish life necessary to generate a few additional 
kilowatts. 

One recommendation of the Hoover committee is that construction of head- 
water dams in the flood control plans of the Soil Conservation Service be trans- 
ferred to the Corps of Engineers. I am opposed to this recommendation. In 
many cases fish and wildlife will be affected by such dams, and the Corps of 
Engineers has a national reputation for destruction of fish and wildlife. Our 
experience in Idaho with the corps in relation to wildlife and fish has been 
particularly sad. Let me cite some examples. 

The corps built Lucky Peak Dam where it would destroy a migration route 
for large numbers of deer. The corps is operating the Albeni Falls Dam in such 
a way that the fishery resources of Lake Pend Oreille, visited annually by over 
100,000 persons, may already be damaged beyond hope of restoration. Last 
spring the lake level was lowered so as to destroy 75 percent of the kokanee 
spawn, with no idea at the time what results would follow. A similar occurrence 
happened in 1952. The corps is now building Ice Harbor Dam and is proposing 
John Day Dam on the Columbia, both of which will take an enormous toll of 
migratory fish resources. In addition, the corps has obtained authorization for 
three more dams on the Snake above the Ice Harbor site. These, in addition to 
the other dams, promise to exterminate both steelhead and salmon and ruin 
stream fishing in the entire Salmon and Clearwater drainages, an area embracing 
a large part of Idaho. 

The plans of the Corps of Engineers for damming the Clearwater River in 
Idaho stand in a class by themselves. After holding a thoroughly rigged “hear- 
ing” in which only dam proponents were allowed to know in advance of hearing 
time which projects would be considered, the corps bypassed completely all 
Federal and State agencies concerned with fish and wildlife conservation and 
recommended huge storage dams at Bruce’s Eddy and Penny Cliffs on the north 
and middle forks of the stream. These two dams would exterminate the salmon 
and steelhead in the Clearwater, damaging a vast recreational area in central 
Idaho. By flooding winter range and routes of seasonal migration, the impound- 
ments created would cause drastic reduction in the famous Clearwater herds 
of elk and deer, rated among the largest and finest in the world. The Lewis and 
Clark Highway would be flooded and destroyed forever as a water grade route by 
the Penny Cliffs Dam. Meanwhile the Federal Government has done almost 
nothing to develop the numerous sites aboge the mouth of the Imnaha on the 
Middle Snake, which have only limited fish and wildlife problems and would flood 
no highways and Jittle in the way of property values. 

Unless the Congress replaces the Corps of Engineers with some agency able 
to furnish factual engineering surveys, unbiased information, and able and will- 
ing to cooperate with other agencies concerned with water-development plan- 
ning, it has little chance for reliable or even truthful information. The present 
program of piecemeal destruction of basic resources goes hand in hand with 
the unlimited lobbying and the slick politics of the Corps of Engineers, 





STATEMENT OF Roy ANSBEAUGH, FINANCIAL SECRETARY, LocAL UNION IWA-CIO 
10-3642 


Mr. Chairman and distinguished members of the House Government Opera- 
tions Subcommittee, due to this fact: Our Local Union [IWA-CIO 10-364 did 
not learn of this report until Sunday, November 27, 1955. We at that time tried 
to get copy of the Hoover report which was received only yesterday, Decem- 
ber 1, 1955. I first wish to thank the chairman and members of the house sub- 
committee for calling this important hearing. We are aware of the effect of the 
report and my report to my loeal union will be as follows: 

We are opposed to the Hoover Commission report on water resources and 
power development almost in its entirety, except those policies which are now in 
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effect under the Reclamation Act. We are still in favor of the 308 report as a 
pattern for river development. 


The above statement is also endorsed by Idaho CIO Industrial Union Council. 
BEN H. Larson, Board Member. 


STATEMENT OF ART L. KetcHUM, LEWISTON OrcHARD, IDAHO, REPRESENTING 
FARMERS UNION LOCAL 429 


I have read the Hoover report, and in my opinion it is mostly, not in the in- 
terest of, or for the welfare of the general public. But in the interest of the 
(so-called private enterprise) monopolies. 

If these recommendations were to be adopted in full, it would be impossible 
to ever get any program through Congress unless the private power company 
received all of the revenue-producing part and the taxpayer would meet the bill 
for all the flood control and water conservation. 

A program like the Bureau of Reclamation put in for the Lewiston Orchard 
irrigation district here in Lewiston would be unobtainable. This was a dual 
distribution system (irrigation and domestic) for 3,500 acres. Money was sup- 
plied by the Federal agency to be paid back in 50 annual payments. 

Now as to the results of this investment, in 1943 there were 951 homes in the 
Lewiston Orchard area, and as of the present date there are 2,057 homes in the 
same area. This more than doubles the taxable property, and as of this date, 
1955, less than 25 percent of the district is in actual homesites. 

Not only have the homesites increased but the valuation has increased, such as 
my taxes on lot 8, block 51, Lewiston Orchard, in 1943, was $36. Now in 1955 
my tax on lot 8, block 51, is $176; seven times the tax revenue in 12 years. On 
lot 5, block 85, Lewiston Orchard, the taxes in 1943 were $16, and in 1955, the 
taxes are $80 and there has been no improvements on this lot except one coat of 
paint on the house. 

Without the new water distributing system the value would have gone down 
to the level of dry farming land, with very little, if any, increase of homesites. 
This increase in population and value is an asset to the local business, to the 
State, and to the Nation. 

It is my belief that projects like the above could not have been accomplished 
under the Hoover recommendations. So much of the report is worded so vaguely 
and such broad generalities that it could be interpreted to suit the interpreter. 


STATEMENT OF R. H. Oup, Oup HARDWARE AND FURNITURE CO., OROFINO, IDAHO 


My name is R. H. Oud. I am a merchant residing at Orofino, Idaho. I am 
president of the Clearwater Dams Association and a vice president of the Inland 
Empire Waterways Association ; however, the following opinions on the Hoover 
Commission report are my own and not necessarily the same as the membership 
of these two organizations. 

I have carefully considered the 15 recommendations of the Hoover Commission 
relative to water resources and power and in the main I endorse all of them. 
I especially endorse and urge action on the following recommendations: 

I. That Congress provide a workable national water policy dedicated to 
the conservation and development of this resource. 

II. Transfer all headwaters dam construction from the Soil Conservation 
Service to the Corps of Engineers. 

III. To make all power rates cover production costs. 

IV. To offer private enterprise the opportunity to provide capital for 
generation of Government power. 





STATEMENT OF WILLIAM T. MARINEAU, PUBLISHER AND MANAGER, DAILY 
IDAHONIAN, Moscow, IDAHO 


Gentlemen, my name is William T. Marineau, publisher and manager of The 
Daily Idahonian, Moscow, Idaho. 

Idaho is and always has been, since I can remember of my entrance into Idaho 
in 1908, a free enterprise State. The majority of its population has always 
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thought along these lines. I say this because of my wide knowledge of the people’s 
thinking. 

At this time we have no desire to make annual trips to Washington to plead 
for funds for the development of our State, nor for the operation of our schools, 
roads, for paychecks, for teachers, or anything else if we can do the job here at 
home. 

It is not too long ago that over in the Columbia Basin, where Federal Govern- 
ment has spent millions to develop the land, the superintendent of schools found 
it necessary to travel to Washington to plead for funds for school operation. He 
apparently went on the theory that since the Government was responsible for the 
people coming there, they should be responsible for bearing the cost of their 
education. It is a treadmill that once you get on you can’t get off. In the 
neighboring State of Washington, about 80 percent of the school districts ask for 
State aid to assist with the operation of their schools when they are located where 
the people are served by public power. This means, and I ean see it no other way, 
that the people of that State are helping to pay the school bills in those areas and 
getting the doubtful benefits of subsidized public power. 

I can think of no example in which Government has been able to produce any 
product cheaper, better, and faster than can private enterprise. In areas where 
they are getting below-cost power, they pay for it in higher real estate taxes, 
higher water rates, and sewer charges. State sales taxes also help to pay the 
heavy burden of taxes. Even the auto taxes are higher in those States. The 
lower power bill comes from the fact that it is tax free. 

Our people have become tax conscious ever since the advent of the 50-cent 
dollar and the huge tax bite now being taken out of the paycheck of every working 
man and woman—not to mention all the other direct or hidden taxes we are 
paying. 

I would like to know where the multitudes are who want Federal development 
or nothing? In what election have any of the people of the Pacific Northwest in 
recent years indicated their preference for public ownership? In our last 
general election, two public utility districts in Oregon were voted out. It has 
been a long time since any election was won by public power in the State of 
Washington, and just 10 days ago the people of Stevens County, Wash., voted 
by a whopping 72 percent to sell their public utility district properties to the 
Washington Water Power Co., a private enterprise. 

Right across the river in Asotin County, the people have twice voted down a 
proposal to form a public utility district. The same thing has occurred in other 
Washington counties. Where in Idaho, Washington, or Oregon do you hear of 
this cry for public power? Could it be that so few are making all the noise? 

In its report on water resources and power, the Hoover Commission has recog- 
nized two important issues. That the States must be allowed some voice in their 
development and must be allowed some means of raising the dollars needed for 
their own projects. They also recommend that the people be allowed to solve 
their own problems before the Government steps in to solve them for them. I 
want it known that I heartily approve of this method. Let us do what we can. 
Let private enterprise, State government, and the Federal Government all work 
together for the good of all the people. We cannot fail that way and get it done 
when we need it—now. 

The Pacific Northwest has been offered a solution to many of its problems of 
developing its natural resources. The partnership program will allow us to 
take advantage of all the available dollars in getting the job done. Both public 
and private agencies have estimated that it will take $300 million a year for 
the next 10 years to keep up with the demand for power—and we in the North- 
west have never gotten over $150 million a year from the Federal Government. 
We cannot expect the balance of the people of the United States to double our 
allowance, and we cannot wait for a reluctant Congress to hand out the money 
a few dollars at a time. Give us the help we need and only the help we need. 
Work with us and we will all benefit. We will have our needed tax dollars—we 
will have the power—we will have no shortage. And most of all, we will be 
giving private power a chance to survive in the Pacific Northwest. 

In Idaho we cannot long survive without our tax revenues we get from private 
enterprise. We cannot get along without those tax dollars no more than the 
Federal Government can get along without its tax dollars from the same source. 
The Nation is living proof that private enterprise is the best system on earth— 
let’s give it the first opportunity to do the job. Let’s let Government help where 
help is needed—not try to do the whole job. 
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STATEMENT OF R. H. SUTHERLAND, Ciry COUNCILMAN, Moscow, IDAHO 


Iam R. H. Sutherland. I am a city councilman in Moscow, Idaho, one of the 
owners of Commercial Builders, Inc., and I have been a resident of Idaho for 
4% years. 

Gentlemen, I would like to give you my views on only one of the 15 recommen- 
lations in the section of the Hoover Commission Report on Water Resources and 
Power. Iam referring to recommendation No. 15. 

This recommendation, to me, is the very heart of our problem here in the North- 
west. Both public and private power officials have predicted that we face a 
critical power shortage in the early 1960’s. They all have stated that we must 
spend twice as much in the next 10 years for power generation as we have in 
the last 20 if we are to avert this power shortage. 

In the last 10 years, Congress has shown an ever increasing reluctance to pro- 
vide the dollars we need out here and certainly are most unlikely to double the 
appropriations. 

Naturally, we in the Pacific Northwest are interested in and desire the flood 
control measures needed on our rivers—we also need the power that these dams 
can generate while helping to control floods. 

Recommendation No. 15 offers us a way to have both and, in addition, will 
mean much needed tax dollars for all of our States. 

The partnership plan that the Hoover Commission recommends will not give 
any of our natural resources away to private power companies. The Federal 
Government would plan the project, they would supervise its construction, and 
they would control its operation. When the private or local public agency that 
had entered into the partnership agreement with the Government had its money 
back, the entire project would become the sole property of the Government. 

Who would lose under such a partnership plan? Certainly not the Government 
for they would put up only a minor portion of the needed funds for certain non- 
reimbursable features of the project—and they would eventually get back even 
this money. 

Certainly not the Nation’s taxpayers who would not be asked to dig up millions 
of dollars for these projects from a treasury that is already billions of dollars in 
the hole. 

Certainly not the private companies. They would get needed kilowatts for 
the area and they would find it easy to finance the projects since the plan would 
insure that the lenders would be repaid without Federal or local public con- 
demnation and possible financial loss. 

How about the people who live in this big, fast-growing area? They would 
benefit most of all. They would have the flood control, they would have the 
needed kilowatts of power for their homes and industries, they would have the 
tax dollars they so badly need; and last, but far from least, they would have 
these things now. 

Gentlemen, we build no dams, we control no floods, and we generate no power 
with continual bickering. there are people in this area who will have Federal 
power or none, and there are others who will have our free enterprise system 
preserved at all costs. Under this partnership proposal we might satisfy both. 

If all of us, or we all seem to claim, are chiefly interested in the fullest, fastest 
development of this area, then we should be reasonable people and compromise— 
and partnership is definitely a compromise. 

There is absolutely nothing to indicate that the majority of our people favor 
total Government ownership of our power production and generation. There 
is much to prove that our people do favor private enterprise and the untold bene- 
fits it has brought to every citizen of our Nation. Extremists might claim that 
private enterprise is a greedy monopoly—if so, we can control that monopoly 
through legislation and public pressure. We would be helpless to control Gov- 
ernment monopoly once it became total. 

We can keep either from becoming greedy, too big, or too powerful by having 
them work together for the good of all of us. This I am completely in favor of. 


STATEMENT OF W. R. ARMSTRONG, FARMINGTON, WASH., PRESIDENT OF 
IDAHO RURAL ELECTRIC COOPERATIVE, INC. 


My name is W. R. Armstrong and I am a farmer at Farmington, Wash. I am 
president of the Idaho Rural Electric Coop., Inc., which is governed by a three- 
man board. I have been a director of the Clearwater Power Co. for the past 17 
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years. I am also a director of the Northwest Public Power Association of Van- 
couver, Wash., and a director of the National Hells Canyon Asso., of Portland, 
Oreg. I am also a supervisor of the Benewah County Soil Conservation Service. 

Low-cost public power is the greatest single factor in the recent development 
of the Northwest. In the public interest I oppose the licensing of the Pacific 
Northwest Power Co. to construct the Mountain Sheep and Pleasant Valley Dams 
on the Snake River in Idaho and Oregon. I believe that construction of the 
Federal high dam in Hells Canyon would continue giving the cheapest electricity 
for all the people. In addition, this structure will provide flood control through 
the storage of water in the reservoir. 

As a director of the Clearwater Power Co., an REA-financed electric coopera- 
tive, I am definitely interested in maintaining a source of low-cost power. At 
the present time, we are buying power from Bonneville Power Administration 
to serve our 4,300 customers. Most of our lines are built in very rugged country 
and we have 2%, customers per mile. Buying our kilowatts from Bonneville 
Power we can sell to our customers at a reasonable rate. We are making it pay. 
We do not want to have to hike our rates because of the three low dams pro- 
posed by Idaho Power Co. We want the igh Federal Hells Canyon Dam on 
low-cost money. 

I strongly urge that Chairman Kuykendall of the Federal Power Commission 
defer action on the application until the courts and/or Congress have had a chance 
to review what the people want. 

I have been on the soil conservation board of directors for the past 10 years in 
the State of Idaho, and I am alarmed at the attack on the soil conservation pro- 
gram in the recommendations of the water resources and power report. Flood 
control is one thing I have worked very hard for from the Canadian border to 
the Utah line. I object to recommendation No. 6 because I feel that the soil con- 
servation people who are working with the farmef know where small headwater 
dams belong to provide both soil conservation and needed water resources to 
our farms. 

I testified before the Hoover Commission in Portland approximately 2 years ago. 
I am surprised at the recommendations made by that Commission in view of the 
testimony I heard at that time. Bills have been introduced by Senator McCarthy 
of Wisconsin and Representative Church of Illinois to put the Hoover recom- 
mendations into law. Action on these bills is due in the next session of Congress. 
If these recommendations become law, it will wreck our national REA program 
and our national economy. I firmly oppose most of the recommendations of the 
Hoover Commission. 


STATEMENT OF LYNN TUTTLE, CLARKSTON, WASH. 


Mr. Chairman and members of the committee, although I am a member of 
several organizations that concur with the first statement of the Hoover Com- 
mission, namely, that “water resources should be developed to their optimum use 
and maximum contribution,” I find the balance of the report largely either nega- 
tive or doubtful. It is my intention to touch on some of the political ramifica- 
tions of this, the Hoover report. For private power companies, politics is the 
avenue to wealth. As the majority of the committee seemed to kowtow to private 
power interests, it is necessary to explain in part the objectives of said interests. 
These objectives are revealed in press releases and in various propaganda 
magazines and digests which are popularly supposed to be factual, unbiased, 
and free from taint—but ain’t. 

Private power objectives are in part as follows: 

1. To control all hydropower potentials. 

2. Keep electric rates as high as traffic will bear. 

3. Squelch all competition or “yardsticks” whether Federal, cooperative, or 
municipal. 

4. Block any or all multipurpose dams where power generation is a factor— 
unless they get the juice. 

5. Have the Government install a thousand little control reservoirs at the 
drainage headwaters where electric generation is not feasible. Water would 
then be released as private power wanted it for their streamflow dams below. 

6. To “divide and conquer” by causing bickering and dissension between States 
over water ownership and energy distribution. 

7. To completely disrupt orderly, coordinated water resource development as 
planned in the 308 report of the Army engineers and accepted by Congress. 
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8. To block effective economic operation and expansion of cooperative power 
and river basin administration. 

9. To force bus-bar delivery to themselves of all energy generated by Federal 
dams. 

10. Increase Federal costs and energy rates so they can raise their own rates. 

In order to attain these objectives private power has dived into politics in a 
big way. They infiltrate every organization and scrutinize every candidate or 
appointment. They are blessed with ample political funds, deductible from their 
taxable income. With plenty of henchmen in high offices they can virtually con- 
trol the personnel and the decisions of State and Federal utility and power com- 
missions. We have numerous examples of this at every level, city, State and 
national. The Hoover Commission report, as recommended by the majority, plays 
directly into their hands. Now as to said report: 

Due to the wierd interpretation of simple words by the various spokesmen of 
the Department of the Interior we no longer know what “local” means. As now 
applied to the Northwest a “local interest” could mean anyone who wants to 
invest a nickle from the State of Maine or drop a bomb from Russia. By “private 
enterprise” the Department of the Interior and the Hoover committee apparently 
mean, “corporation enterprise.” “Essential,” in “essential to national interest” 
could indicate almost any gradation of desirability, but it leaves a lot of lati- 
tude for corporation power to play on when they want to block a Federal project. 

As of now a water resource board consisting of “‘some” cabinet members and 
others (apparently to be appointed by the President) as suggested in the report 
would be strictly a private power corporation setup. No President since Harding 
has been so badly duped by special interests as has Mr. Eisenhower. When he 
looked to the power companies and the Northwest’s governors for his water 
policies and his appointments, he was taken in in a big way. He has shown no 
indication of waking. 

Pertaining to such advisors: Holland Huston made the statement at the Pull- 
man Kiwanian Club that he had become Governor Langley’s engineering advisor 
for the sole purpose of blocking the high Hells Canyon Dam. Dr. Pearl, now 
head of Bonneville, stated that he was convinced after attending a Kiwanians 
meeting at Pullman that Hells Canyon was not desirable. This is a most inter- 
esting political tie-in and a lot of questions could be asked. 

Recommendations in the Hoover report offer effective means of blocking opti- 
mum and maximum water resource development and every Federal project. 
First, a project must pass a water resource board. Second, it must pass the 
Bureau of the Budget. Third, recommendation No. 7 would permit the Chief of 
the Army Engineers to throw it out regardless of Congress. Fourth, there is the 
dependency on Congress for a yearly appropriation. Thus private power would 
have at least four top-bracket places to block any Federal project—four chances 
for political intervention—besides the presidential veto. 

The Hoover report assumes that there are “inequities imposed upon the great 
majority of the people.” It assumes that private power is not getting its fair 
share of Federal power. Nothing could show more clearly that they have been 
listening to the political propaganda of private power interests, either that or 
they are issuing a little propaganda themselves. They would do-better to recom- 
mend that private power pay their fair share for benefits received from storage 
dams. For instance the Federal Hungry Horse storage dam has at least trebled 
the net income value of the Washington Water Power Cabinet Gorge Dam. 
Still the Secretary of Defense is lavish with his rapid “writeoffs for power com- 
panies.”—“‘What is good for General Bullmoose is good for the people.”—Still 
the Hoover Committee suggests that it is unfair for the Federal Government 
not to make payments to State and local governments in lieu of taxes. This is 
just another play into the political stronghold of the private power corporations. 

In closing let me say that I have much confidence in the Army engineers, and 
think that they have been very fair. That is, with the exception of the stacked 
fiasco of a political hearing they held at Orofino on the Bruce Eddy and Penny 
Cliff dams as Substitutes for the mighty Hells Canyon. Altho these two dams 
were proposed as substitutes for Hells Canyon, no comparisons, no mention of 
Hells Canyon, was permitted. In this instance politics was as rampant as it is 
apparent in the Hoover recommendations. 
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STATEMENT OF RICHARD M. SCHAEFER, JR., LEWISTON, IDAHO 


Ladies and gentlemen, I write you in opposition to the Hoover report on power 
and water resource development. My name is Richard M. Schaefer, Jr., farmer 
and small businessman in Lewiston Orchards. I am a citizen, landowner, and 
taxpayer, as well as a graduate economist, Washington State College 1941. I 
have gone over much of the majority report and minority reports of the Hoover 
task force on power. To make a long story short, the minority reports make 
much more sense to me, and I would like to say why in as few words as possible 
on such a broad subject. 

As I understand the river development program under the New and Fair 
deals, we were to develop whole river basins according to an integrated, compre- 
hensive plan for flood control, transportation, recreation, and the by-product— 
power. We were to set a yardstick of value on hydro-power, as well as subsidize 
reclamation for our ever-growing population, technologically unemployed, and 
senior citizens. Also, we were to have a block of cheap power for industry, 
making jobs—directly and indirectly, and expanding the tax base. It should be 
obvious to all who read the Hoover report, that these ends, which have been 
realized as far as we’ve gone thus far, would be destroyed by the policy of 
this report. In fact, that is the purpose of the report, as I see it. It looks like 
a half million dollar report that was written up by special interests before the 
committee ever went into the field—a total waste of money that would have 
done so much good in so many places for so many people in this troubled world. 

To be specific, by controlling floods alone, the river programs on the average 
will pay their way in time. Piecemeal development puts this all in jeopardy, 
especially with reference to water storage. Storage is a must for river con- 
trol. Unfortunately, storage is a must for firm and cheap power, too, bring- 
ing competitors in coal, oil, gas, and railroads against us, as implemented 
via the centers of overlapping interests in the financial control of private 
power, coal, gas, oil, railroads, etc. However, these forces should not pre- 
vail against the better long run interests of our country and themselves. If 
they do, we go a long way down the road of England, both from the internal, 
as well as external economic considerations. 

Some might question my statements in the paragraph above. I ask them to 
explain any other plausible line of reasoning in view of the fact that private 
power in the Pacific Northwest has experienced a several hundred percent raise 
in total profit under the Coulee-Bonneville system program, as well as in- 
creased percentage profit. Hydro-power is the only major energy source that the 
people have a functional foothold in. With storage, it will remain cheap and 
competitive. That is what all the furor is about as near as I can figure it. Also, 
the references to steam firming up power and tolls on the use of waterways 
in the Hoover report, points to the natural competitors listed. The whole 
thing smacks of their handiwork and it should not prevail. 

Getting right down to my own home, I pay political rates for private power. 
On my office it runs 30 to 40 mills. On my home, I just get to the electrical heat 
bracket (700 kilowatt-hours or so) and the rate zooms to 1.2 cents per kilowatt- 
hour just as if te say, “you buy oil, coal, or gas and haul it over our railroads or 
pipe lines !” 

The co-ops all over Washington and Oregon have been lowering the rates right 
along in spite of having to buy their systems. Volume business explains this 
even though most specific items in the cost accounting have been going up. But 
what do we Washington Water Power customers get just after Ike? A rate boost 
of 10 percent! I went to the rate hearings only to be told by the PUC chairman, 
Beamer, that “I’m sure the Washington Water Power will show that a rate in- 
erease is justified,” and all of this before he could hear me as a protestant! 
We got a political, payoff decision in spite of a decreasing cost business in elec- 
tric power. With expansion of the New Deal, Fair Deal programs, how will we 
be protected from packed commissions, and control over our very lives by the use 
of our meter bill money? 

As for freedom to cooperatively join together in our community to distribute 
our own power, and thereby saving $3,000 to $5,000 per month on 2,100 meters, 
we find road block after road block. First, we would have to go door to door to 
get enough money to go to court to even get our rights legally established with ref- 
erence to a franchise. We never have the right to consider the franchise from 
time to time as things now stand. Then, we would have to buck our own meter 
bill dollars coming from a hundred different ways in an election on the question. 
Assuming we could win, then how to get the power from the B. P. A. system 
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a few miles to the west—but in Washington? Again the State government is 
used to prevent us from transporting public power in Idaho. We would have 
to let W. W. P. wheel it at a cost to the American people of 1 kilowatt hour for 
each one delivered. On top of this, with the “crusader” running B. P. A., it is 
for sure, in my mind, that no firm power would be available! In other words, we 
are saddled in an undemocratic way. The franchise holder is our master. We 
should be free to go either way, public or private power. The Hoover report 
would tighten the cinch on the saddle! 

As for a place for my two children and millions like them, more land must 
be reclaimed, and more opportunities made. As for the bread-winners let out by 
technological progress, we need more room. The same goes for the senior 
citizens. Since life is averaging 68 years, or more, in the United States, older 
people need more room. Under piecemeal development of river basins, there 
is little hope. Again, the Hoover Report on Power and Water Resources should 
not prevail. We should go resolutely ahead to reclaim more land, comprehen- 
sively control our rivers, keep competition in the power field, and keep cheap 
power to broaden the base of our economy so more room and opportunities will 
be available to our people. And this can all be done without major harm to 
sellers of other sources of energy. 


Mr. Liescoms. Mr. Chairman, I have a wire here from Mr. Windsor 
J. Lloyd, president of the Idaho State Chamber of Commerce. 

Mr. Jones. Without objection the telegram will be made a part of 
the record at this point. 

(The telegram of Mr. Lloyd is as follows :) 


Botse, Ipano, December 1, 1955. 
Hon. GLENARD LIPSCOMB, 
Subcommittee on Water Resources and Power, 
Lewis-Clark Hotel, Lewiston, Idaho: 


As president of the Idaho State Chamber of Commerce, which lists more 
than 40 local chambers of commerce among its members, I wish to enter the 
following statement in the record of the congressional subcommittee hearings at 
Lewiston, December 2, 1955. 

The Idaho State Chamber of Commerce is in general agreement with the 
recommendations of the Hoover Commission report. 

The State chamber agrees particularly with the recommendation that Con- 
gress adopt a national policy for comprehensive development of water resources. 

States in the Pacific Northwest are acutely aware of the immediate need for 
such development in their areas to perpetuate economic growth for the welfare 
of both the region and the Nation. 

Only through a broad national water policy, utilizing the facilities of all levels 
of government, local organizations and private enterprise, can water resource 
development be properly expedited. 

The Idaho State Chamber of Commerce further urges that the Subcommittee 
on Water Resources and Power limit its hearings to the Hoover Commission 
recommendations. The Commission’s task force groups served as fact-finding 
bodies. The Commission itself has stated that it is committed only in respect 
to the recommendations it makes in its report. 

WINpDsor J. Lioyp, 
President, Idaho State Chamber of Commerce. 


Mr. Jones. The subcommittee will stand adjourned. 

(Whereupon, at 6:30 p. m., the subcommittee adjourned until 10 
a.m., Monday, December 5, 1955 at Portland, Oreg.) 

(The following letter and statement from the Garrison Diversion 
Conservancy District, Bismarck, N. Dak., were subsequently received 
by the subcommittee : ) 

YARRISON DIVERSION CONSERVANCY DISTRICT, 
Bismarck, N. Dak., January 3, 1956. 
Hon. Rosert EH. JONEs, 
Chairman, Special Committee on Water Resources and Power, 


House Committee on Government Operations, 
Washington 25, D. C. 


DEAR MR, JONES: It has come to the attention of the board of directors of the 


Garrison Diversion Conservancy District that your Special Subcommittee on 
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Water Resources and Power of the Committee on Government Operations of the 
United States House of Representatives has been conducting hearings on the 
report of the Commission on Organization of the Executive Branch of the 
Government often referred to as the Hoover Commission. In behalf of. the 
board of directors of our conservancy district, I wish to submit the following 
statement relative to this report and sincerely request the consideration of this 
statement by your committee in connection with your deliberations on the recom- 
mendations of the Hoover Commission. 

In order that your committee may have an understanding of our interest in 
this matter I should like to briefly outline the reasons for and functions of our 
organization. For the past 65 years many progressive North Dakotans have 
advocated the diversion of water from the Missouri River eastward in the State 
for irrigation, municipal water supplies, lake restoration, recreational develop- 
ment and other uses. Through the efforts of these people and Federal and State 
agencies, a plan has been evolved under which it is proposed to irrigate over 1 
million acres of land located in 22 counties in North Dakota as well as to provide 
an adequate and suitable water supply for many other beneficial uses. 

The Garrison Diversion Conservancy District was created in 1955 to provide 
a legal governmental entity in North Dakota that could negotiate with the 
Federal Government for the construction and operation and maintenance of 
the facilities for the Garrison Diversion project. Our organization has the 
authority to finance the cost of such contracts through a general tax levy. 

The District consists of the entire area of these 22 counties although the lands 
that will be directly benefited through irrigation represent only about one- 
eighteenth of the total area included. The Garrison Diversion Conservancy 
District has a keen interest in legislation that will effect our national water 
policy and thereby influence the sound development of the Garrison Diversion 
project. For this reason our conservancy district has reviewed the report by 
the Commission on Organization of the Executive Branch of the Government 
and wishes to submit the enclosed statement relative to the report. 

Your very truly, 
Roy A. HoLanpn, 
Chairman, 





STATEMENT OF Roy A. HOLAND, CHAIRMAN, GARRISON DIVERSION 
CONSERVANCY DISTRICT 


Many of the recommendations contained in the report by the Commission are 
highly commendable and would result in desirable provisions in a national water 
policy. There are other of the recommendations, that, we feel, would have an 
adverse effect on the orderly development of our water resources and more 
specifically on the Garrison Diversion project. 

The directors of the Garrison Diversion Conservancy District are in agreement 
with the Commission’s report insofar as it recommends that Congress adopt 2 
national water policy to assure the optimum use of our water resources to the 
national economic growth, strength, and general welfare. We agree further 
that water resources development should be generally undertaken by drainage 
areas. However, we disagree with the recommendations that would limit the 
Federal Government’s responsibility in participating in the development of 
projects of single or dual benefits or that would prevent the United States from 
acting as a financing agency for water resources development projects. 

It is our contention that water and power resource development projects 
should be undertaken and completed in conformancy with State water laws and 
that Federal advisory assistance in those projects undertaken by local or State 
agencies should be available upon request of those agencies. We agree that 
before a project is undertaken it should be proven economically justified and 
financially feasible; however, it is our contention that even projects that appear 
to be local in nature are essential to the national interest in that they develop the 
resources of the country for the benefit of the Nation as well as the locality. 

We emphatically disagree with the recommendations of the committee that 
would result in channeling the revenues from water resource and power projects 
into the Federal Treasury as miscellaneous receipts rather than into the reclama- 
tion revolving fund or that which would limit use of these revenues for irriga- 
tion development in the area in which they are obtained. The use of power 
revenues for irrigation development is an integral part of a multipurpose devel- 
opment such as most of our water resource projects are and a proposal that 
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would eliminate such a financial arrangment would endanger the entire reclama- 
Lion program. 

The realization of the full benefit through the development of our water re- 
sources is dependent on a national water policy recognizing the national interest 
in these resources and one that provides for adequate financing of such projects 
through the use-of surplus power :ind water revenues from projects in that area. 

We do not agree wiih the recommendations of the Hoover Commission that 
would give any executive agency of the Government power to veto the actions 
and operations of the Congress. Congress should continue to have the primary 
responsibility in authorizing projects. Neither the Bureau of the Budget or 
any executive agency should have the authority to defeat appropriations for 
authorized projects nor in any manner prevent consideration by Congress of new 
projects. Any new agency created for the purpose of considering water resources 
projects should be created to advise Congress on water policy rather than to 
veto the actions of Congress. 

The people of North Dakota recognized that they have a definite responsibility 
in the sound development of the water resources of the State and have provided 
the means through which they can actively participate in such development. 
The provisions for our conservancy district organization is but one of these 
means. Throughout the entire State our people are interested in establishing 
irrigation farming, for through it they realize that the basic industry of North 
Dakota—agriculture—can be stabilized and expanded. 

Recognition of the interest that the whole Nation has in an area is essential 
to the sound development of the water resources of that area. Surely it must be 
recognized that the so-called indirect benefits from such a development have a 
definite beneficial effect on the economy of the area and of the Nation. If our 
country is to continue to grow and prosper it is necessary that we continue to 
develop our resources to their fullest possible extent for the benefit of all and 
that we have a sound national water policy to provide for this development. 


x 








